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ABSTRACT 
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given at a Senate hearing to dj^r^uss proposed legislation changing 
veterans* benefits in education, employment, anc? home loan programs. 
Witnesses included Administration officials, executives of the 
Veterans Affairs Department, officials of the veterans' programs of 
the Department of Labor, and representatives of disabled and other 
veterans' organizations. All were advocates of the proposed 
legislation. The legislation would raise tuition payments and 
educational benefits, allow veterans* organizations to provide some 
educational services and transitional services for veterans leaving 
military service, increase the leng-h of unemployment benefits to 
veterans, and improve the Veterans' Administration home loan program 
to meet current needs. Text of the proposed legislation (S. 2100, 
Sections 401 and 404(c), Amendment No. 1575 to S. 2100, S. 2483, S. 
2484, S. 2537, Amendment No. 1562 to S. 2537, and S. 2546) is 
included. (KC) 
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LEGISLATION RELATING TO VETERANS' EDUCA- 
TION, EMPLOYMENT, AND HOME LOAN PRO- 
GRAMS 

FRIDAY. MAY 11, 1990 

U.S. Senate, 
Committee on Ve:terans' Affairs, 

Washington, DC. 

The Committee met, pursuant to notice, at 9.35 a.m , in room 
SR-'418, Russell Senate Office Building, Hon Alan Cranston (Chnr- 
man of the Committee) presiding. 

Present: Senator Cranston. 

OPKNING STATEMENT OF CHAIRMAN CRANSTON 

Chairman Cranston. This hearing will please come to order 
Good morning, ladies and gentlemen. Welcome to todry s hearing 
on veterans' education, employment and home loan programs Spe- 
cifically, this hearing concerns the following: 

Sections 401 and 404(c) of S. 2100, the proposed ''Veterans Com- 
pensation Cost-of-Living Adjustment Act of 1990;" S 2483, the pro- 
posed Veterans' Educational Assistance Improvements Act of 
1990-" provisions of S. 2484, the proposed "Veterans' Housmg 
Amendments Act of 1990;" S. 2537, a bill that Senator Daschle and 
I introduced on April 27,^ 1990, to authorize the pursuit of tlight 
training by participants in the post-Vietnam Era Veterans Educa- 
tional Assistance Program under chapter 32 of title 38; Amend- 
ment No. 1562 to S. 2537, submitted by Senator Daschle on April 
30, 1990, to permit the payment of MGIB and VEAP benefits for 
solo Hying hours, S. 2546, a bill introduced by Senator Thurmond 
at the* request of the Administration on May 1, 191H), to Permit em- 
ployment and training services to be provided through disabled vet- 
erans' outreach program specialists and local veterans employ- 
ment representatives to Armed Forces personnel who are eligible 
under conditions other than dishonorable within 90 days; and 
Amendment No. 1575 to S. 2100, which I submitted on May 2, 1990. 
and v/hich is cosponsored b> Committee members Graham, DeCon- 
cini, and Thurmond, to amend section 408 of the Veterans Benefits 
Amendments of 1989. . . 

I would like to take a moment to highlight the provisions ot 
amendment 1575. Section 408 of Public Law 101-237, which I au- 
thored, requires, during the 3-year period that began on January 1, 
1990, the Secretary of Labor, in conjunction with the Secretaries of 
Veterans Affairs and Defense, to conduct a pilot program, general- 
ly known as the Transition Assistance Program, in not more than 
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10 geographicall) dispersed States in which the Secretar> deter- 
mines that employment and training services to eligib'p veterans 
will not be unduly limited by the provision of such ervices to 
members of the Armed Forces under the pilot program. 

Amendment 1573 would revise the pilot program so as to, first, 
authorize the Secretary of Labor to expand the TAP to more than 
10 geographically dispersed States, but only if the Secretaiy detei- 
mines, after consultation with the Secretary of Defense and the 
Secretary of Veterans Affairs, that the program has been success- 
ful in providing beneficial information and training to those who 
were about to be separated from the Armed Forces, that the expan- 
sion is necessary to meet more effectively the needs of increasing 
numbers of those who will be separating in the future, that the 
program has received sufficient contribution of funds, personnel 
and other resources from the De[ irtments of Labor,> Defense, and 
Veterans Affairs, and, if expanded, will continue to receive suffi- 
cient resources from the three departments, and that the expan- 
sion will not interfere with the provision of services or other bene- 
fits to eligible veterans. 

Second,^ our amendment would require the Secretar> of Labor to 
provide the congressional authorizing committees with GO days ad- 
vance notice of any expansion, the new sites, and the justification 
for the required determinations. 

Third, the amendment would require the Secretarv of Labor to 
request DOD and VA to participate in and pro\ide additional re- 
sources necessary for the pilot program and any expansion of it 
and seek, as well, to involve representatives of veterans' service or- 
ganizations and to coordinate the resources that are provided. 

I remain convinced that this pilot concept of testing the TAP pro- 
gram, which is scheduled to get underwa> this month at 22 mili- 
tary installations in seven States, is the most effective means of en- 
suring the best long-term use of limited resources. However, the 
pilot program was fashioned last summer, before it became so clear 
as it has more recently in the wake of the dramatic changes in 
Eastern Europe and the Soviet Union, that our militarv personnel 
needs will likel> decrease very substantiall> in the com'ming years. 

As a consequence, the current 10-State limitation mav soonl)rove 
too restrictive, leaving thousands of men and women in need of 
timely assistance that could shorten the time between separation 
from military service and gainful civilian employment. 

At the same time, I'm very concerned that we try to ensure that 
DOL's Veterans' Employment and Training Service, and in panicu- 
lar the DOL-funded DVOPs and LVERs, not be called upon to bear 
a disproportionate share of the costs of either the TAP itself or its 
expansion 

The resources of the DVOP and the LVER programs have not 
been calculated on the basis of their routinely taking on sole re- 
sponsibility for TAP, and their doing so could result in a substan- 
tial reduction in the resources available to carrv out their primar> 
responsibility, meeting the employment assistance needs of veter- 
ans. 

Further, I believe that the Department of Defense has a clear re- 
sponsibility to assist its own personnel who are nearing release, es- 
pecially premature release, from active dutv Si^nilarlv, VA has an 
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obligation under section 241:^ of title .SS to help in providing such 
personnel with information about VA educat,on, training, health 
care, readjustment, rehabilitation and other opportunities and ben- 
efits that will be available to them as veterans. 

My amendment would seek to meet the Federal responsibility to 
ofter transition assistance to those who are being prematurely sep- 
arated from military service, without abandoning the obligation to 
assist those who have already been discharged and, in most in- 
stances, served their full tours of duty j rr • f 

Thi« legislation is designed to provide an orderly and etticient 
means of meeting that respcnsibility while distributing fairly 
among the three Federal departments involved the corresponding 

resource burden. , . » j j 

Before closing, I'd like to note that the basic benefits paid und:r 
the Montgomery GI Bill have not been increased since the MGIB 
was enacted in 1984, The basic monthly benefit for veterans pursu- 
ing full-time study remains at $300 for up to 86 months 

Since 1984, howev^er, tuition at public institutions has risen be- 
tween 6 and 7 percent annually. According to the Department of 
Education, in 1988, average annual tuition for all higher education 
institutions, including 2-year colleges, was $6,800 With the pros- 
pt-t of major cuts in America's troop strength and thp particular 
impact that such cuts will have on long-term servicemembers with 
family responsibilities, it is even more important that V A recognize 
and meet the need to strengthen the value of the MGIB education 

benefit. , . . ^ 

Both the House and Senate Veterans Affairs Committees, in 
their budget recomniei dations for fiscal year 1991, strongly urged 
the Administration to .nclude in its fiscal year 1992 budget a sub- 
stantial increase in basic MGIB benefits. I reiterate that important 
recommendation today i ^ • r 

In closing, I want to express mv thanks to todav s witnesses lor 
their testimony and for getting their prepared statements to us in 
advance. Finally, I note that we have received or will receive writ- 
ten statements' for the record from a number of other ^'^t^;^;^"^. 
groups and education, employment, and housing associations All ot 
these statements will be printed in today's hearing record. 

[The prepared statement of Chairman Cranston appears on p 

Chairman Cuan.ston We have a good deal of ground to cover 
this morning. We will adhere to our policy of providing witnesses 
minutes to summarize their testimony Also, I'd like to note that 
Senator Daschle, who was the author of S 2o;n, of which I in a co- 
sponsor, and of amendment i:>(;2, which are on today s agenda, has 
provided a written statement which will be inserted in the hearing 

record. ^ , , i 1 

[The prepared statement of Senator Daschle appears on p 1 
Chairman Ckanston, Our first witness this morning is Kay 
Avent the VA's Deputy Chief Benefits Director for Imc Id Oper- 
ations. Ray is accompanied by Keith Pedigo. Director of the Loan 
Guarantv Service; Dennis Wyant, Director of the Vocational Reha- 
bilitation and Education Service, and Dave Brigham, Director ot 
the Veterans Assistance Service, 
Good morning and welcome to each of you 
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Ray, would you start off. please? 

STATEMENT OF RAYMOND H. AVENT, DEPITV CHIEF BENEFHS 
OIRECTOR FOR FIELD OPERATIONS, DEPARTMENT OF VETER- 
ANS AFFAIRS, ACCOMPANIED BY R. KEITH PEDI(;0, DIRECTOR, 
LOAN (U ARANTY SERVICE: DR, DENNIS R. WYANT, DIRECTOR 
VOCATIONAL REHABILITATION AND EDICATION SERVICE; 
AND DAVID A, BRKJHAM, DIRECTOR. VETERANS ASSIST \NCE 
SERVICE 

Mr AVENT. Thank you, Mr Chairman, and good morning to vou 
also. 

I appreciate the opportunity to be here this morning to present 
the views of the Department of Veterans Affairs concerning sever- 
al important bills now pending before vour Committee, and I would 
request that my prepared statement be entered into the record. 

Mr Chairman, we are here this morning to discu.ss several legis- 
lative items relating to veterans benefits. First off. Senate bill 24M 
is the Administration-requested bill to make amendments to \an- 
ous VA education programs. As we indicated in our report tc the 
Committee, the bill would make a number of helpful and clarifying 
changes to our education programs. We appreciate >our n^troduc- 
tion of our bill and urge the Committee's favorable action on it. 

With regard to Senate bill 2337. we are opposed to the addition 
of vocational flight training ui.der chapter Our objection is 
based on our administrative experience under the chapter :U pro- 
gram That experience indicated that the training did not lead to 
jobs for the majority of trainees, and the courses tended to serve 
recreational or personal enrichment goals, rather than basic em- 
ployment objectives. With regard to solo flight, we would point out 
that this was an area paiticulailv subject to abuse under the chap- 
ter 34 program. 

The next bill is Senate bill 2484, an omnibus bill affecting the 
VA Home Loan Guaranty Program Enactment of this legislation 
would make a number of aniendmentb to reduce the administrati\e 
legulation, reduce the risk and cost of the home loan guarant\ pro- 
gram and enhance re-'enues Our letter of transmittal to voii pro- 
vided detailed comments. 

One provision of the bill would extend for 1 year, to October 1, 
1991, VA s authority to permit lenders rather than VA to review 
appraisals Because of the app»-aisai abuses that ha\e been unco\- 
ered in other federally insured programs, the \'A has taken great 
care In drafting the guidelines for this new program, and thev 
should be published very shortly. 

We believe the 1-y^ar extension is necessary to peimit a fair test 
of lender appraisal review. Another provision of the bill would for- 
give $1 7 billion in advances from the Department of Treasur\ to 
ihe direct loan revolving fund Since the direct loan funds ha\e al- 
ready been used as a substitute for direct appropriations to the 
loan guaranty revolving fund, this debt can only be satisfied bv 
either a $1.7 billion appropriation or the congressionallv mandated 
writeoff, which the bill provides. 

Another provision would make several features of the loan guar- 
anty program permanent These include the foreclosure infjrma- 
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tion and counseling requirements of section 18;^2(a)(4i of title 
the no-bid formula in section 1882(c) and the property managempnt 
and vendee loan provision in section 1833(a). , 
Mr Chairman, Fd also like to endorse the loan guaranty techni- 
cal corrections proposed with Senate bill 2100. One of ^hese correc- 
tions would enable veterans who obtain home loans over M44,00i) 
under the new authority of Public Law 101-237 to obtain VA rate 
reduction loans on their homes if the interest rates fall. 

We are also pleased to comment today, Mr Chairman, on your 
amendment to Senate bill 2100, which would provide a basis for 
transitional assistance program expansion and establish certain re- 
quirements for that expansion. It has been very gratifying for us to 
work with the Departments of Labor and Defense on this pilot ini- 
tiative and we look forward to our continued joint eflorts to 
achieve the objectives of the pilot and fulfill our larger objectives of 
improvmg services to military members pending separation or re- 
tirement. • A ♦u 

Like vou, we see an almost certain need tor expansion. As the 
departments gain some quick sense of the effectiveness oi th»s de- 
livery method for employment information service and as Uelense 
advises us of the potential for increased separations, we hope to be 
in a position to expand this initiative. 

For all of us. however, there is the ever-present concern regard- 
ing resource availability and distribution. We seek the greatest 
level of flexibility possible to allocate .he resources we have to ad- 
dress changing program needs. The administrative determinations 
required by the proposed amendment would actually have the un- 
intended effect of delaying expansion. . 

We **eel the departments have an intense desire to see this pro- 
gram work, and. given legal authorities, to see it grow as needed 
To be empowered to do so will, in our judgment, be sufficient direc- 
tion. . , , 

Senate bill 2:>4(> would authorize employment services to quahty- 
mg active duty members pending separation or retirement Lnact- 
ment would assure that local veterans' employment representatives 
and disabled veterans outreach specialists ^\an work with service- 
members regardless of whether thev are encompassed by the for- 
malized transition assistance pilot. This seems to us appropriate 
and reasonable and also serves as an important authority as expan- 
sion is planned, either the legislative direction or administrative 
decision. Thus, we support the broadened definition of eligible vet- 
erans contained in Senate bill 2041). . 

Mr Chairman, that concludes my summary testimony 1, along 
with members of the VA tea.n. am available for questions 
[The prepared statement of Mr. A\ent appears on p 101 | 
Chairman Cuanston. Thank you very much. I appreciate your 
testimony very much. I have a few home loan questions and will be 
submitting more of them for the record. 

The Resolution Trust Corp has just adopted a system of progres- 
sivelv larger discounts for its properties that remain on the market 
for longer periods of time As you know, Tve asked VA before 
about the general effects of RTC property sales on \ A s ability to 
sell homes in the VA inventory or on the prices VA may receive 
for those homes 
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What effect do you foresee from the RTC's recent policy shift for 
property sales? 

Mr. AvENT, Mr. Chairman, Mr. Pedigo is the Director of the 
Loan Guaranty Service, and Fd ask him to respond 
Chairman Cranston. Fine 

Mr. Pedigo Mr, Chairman, we've been following the proposed 
changes in the RTC pricing policies very closely in the last couple 
of weeks I initially we were rather concerned because it appeared 
that they were going to start drastically reducing prices and dump- 
ing more properties on the market, and without question that 
would have an adverse impact on our ability to dispose of VA-ac- 
quired properties. 

In the last couple of days, however, we have obtained more infor- 
mation, and it would appear at this point that the new pricing 
guidelines that RTC is putting out are not that much different 
from the pricing guidelines that we have been using at the VA. So 
we re going to continue to monitor this, and if they implement 
those pricing guidelines as it appears they will at this point, then 
the impart should be minimal on VA properties 

Chairman Cranston, Do you not expect anv significant decline 
in prices? 

Mr Pedigo. Under the RTC proposal, they woald try to sell the 
proDerties at J).! percent of appraised value for the rirst'4 months of 
the marketing period, and then thev would reduce it bv i:> percent 
It they have received no acceptable offers, and then 4 months later 
-in additional o percent. If thev slick to that policv, we do nut be- 
lieve that there will be a dramatic decline in prices'. 

Chairman Cranston Won't potential buyers wait fur the lower 
prices to come along? 

Mr Pedigo There will undoubtedly be some in\esturs, some pa- 
tient investors, who will wait for 4 to :> months in hopes that the 15 
oercent threshold will kick in 

Chairman Cranston. Is there anv uncertaintv about its kickint? 
in? " 

Mr Pedigo Well, it's possible that somebody might buy the 
property before that 4-month period elapses. 

Chairman Cranston But if nobodv buys it before, it would kick 
in? 

Mr Pedigo It would kick in, as we understand the p»-oposal 

Chairman Cranston. You anticipate, then, I presume, some de- 
cline m the prices, but you can't figure how much? 

Mr Pedigo Yes, there could be some decline, especialh m anas 
like 1-iouston, where the RTC has a lai^e number of properties in 
their inventory If they put all of those properties on the market at 
one time, then regardless of what pricing mechanism thev use. 
there could be some general decline in prices. 

Chairman Cranston How does the RTC's pricing policv compare 
to the VA s policy? 

Mr Pedigo. At this point, it s a more conservative approach, be- 
cause the current guidelines require them to sell at no less than 
percent of market value. Once these proposed guidelines are in 
place. It would probably be very similar to VA*s. We provide our 
field offices with considerable latitude in reducing the price of 
properties if they feel that's necessary in order to sell a particular 
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propert>, and the proposed RTC ^aidehnei: would be fairl> consist- 
ent with the policy that \ve\e been using the last four to .") years 

Ch-^irnian Ckanston. Section 9(c> of your bilK S. 2481, would 
eliminate an alleged debt owed to the Direct Loan Revolving Fund 
(or transfers from that fund to the Loan Guaranty Revolving Fund 
You've alluded in your written testimony and in prior communica- 
tions with us to a Treasury Department opinion that this legisla- 
tion is necessary to correct the Government's books 

Would .>ou please provide a copy )f that Treasury Department 
opinion lo us as soon as possible'^ 

Mr. Pkdigo. Yes, we will. 

[Subsequentlv,. the Department of \\>terans Affairs furnished the 
information w^hich appears on p. 107.] 

Chairman Ckanston If Congress /ere to enact legislation to 
merge the two funds, what effect wo' ld that have on VA s author- 
ity to make direct loans compare^ with VA's current authority'^ 

'Mr. Pkdigo That would ha\e no impact. We would still be able 
to make direct Ioluis for speciall\ adapted housing grants, which is 
the onl\ purpose that we can make direct loans for at the present 
time, and because the volume of such loans is low, approximatel\ 
one a year since U^Sl, we feel that we will be able to handle that 
out of a combined revolving fund. 

Chairman Ckanston. The Committee Counsel has a foUowup 

Mr Stkinberc;. Keith, you mentioned just the program that 
vou're implementing now. 'But I take it \our testimony is that if 
you decided, as a matter of polic\, to go back to making direct 
loans for other purposes, such as in scarce credit ^reas, you would 
have that authoritv as well and that would not be affected*^ 

Mr Pkdigo. Yes. I believe if we expanded the Direct Loan Pro- 
gram, we could still handle it out of jne fuiid The unified fund will 
provide a method of factoring out th/ funds used for direct loans 
versus those used for guaranteed loans, so this change will be 
transparent to the \eteran users. The\ would still ha\e that money 
available for direct loans 

Mr. Steinkkrc; If you would just confirm the opinion that \ou 
just gave us with the'General Counsel and with \our staff and pro- 
vide a forma, statement for the hearing record, we'd appreciate it 
Thank you. 

Mr. Pkdigo. I will. 

[Subsequently, the Department of Wteians AfTairs furnLshed the 
information which appears on p 111 ] 

Chairman Ckanston. Following the proposed mergei. would the 
Loan Guaranty Revolving Fund continue to operate foi as long as 
the Direct Loan Program remained in the law'^ 

Mr Pkdigo Well, the Loan Guarant\ Re\ol\ing Fund would, in 
theorv, probablv cease to exist in about 29' j \eais, when the last 
loans that we guaranteed were paid off. At that point, I guess we 
would have to make some pro\ision for handling the Direct Loan 
Program, if there still is a Direct Loan Program. 

Chairman Cranston. Several of the \eterans' organizations testi- 
Iving todav have e.xpressed concern in their written testinu)n\ 
about section T of \our bill, wh ?h woM limit the time period 
during which a veteran mav seek a \\ai\er ol the home loicn debt 
to VA to ISO davs from the date the sends out notice of the 



ERLC 



8 



debt We, too. ri.ve seen many cases in which veterans never re- 
v-eived actual notices of the debt. 

In the cases of compensation, pension, or education overpav- 
menls, VA usually has been in recent contact nith the debtor, but 
for home loan debts, often there has been no contact with the vet- 
eran for a long period of time, and it^s far more difficult to ensure 
that the \eteran receives actual notice of the debt. How does VA 
nottf\ a \eteran of a foreclosure on his or her home, which may be 
ftwned b\ a third part\ who assumed the \eteran's VA guaranteed 
loan^ 

Mr Pkoigo If It is o ned by a third party, it is sometmies verv 
difficuU to notif\ that veteran. Our policy at the present imie is to 
send a notice to the last known address, w hich i» ver\ often the 
prnjjcrtN address, and we send it by certified mail. If it *^is returned 
to us as being undeliverable, then we have some requirements to 
check our own target system to see if the veteran is in receipt of 
other benefits, the pc^tal locator ser\ice, credit bureau skip trace, 
and \arious other method- "hat we can use to tr\ to find out where 
that veteran is 

If we're unhucceb:jful through those t\pes of checks, then it s con- 
leuable that that veteran would not get timely notice, 

Mr .Stkinbf.iu; Keith, was the answer you ga\e to the uuestion 
.f how \ou notifv a \eteran of a foreclosure? Bee ause that was the 
question 

Mr Pfd!(;o That's how we notify the veteran that there is an 
impending foreclosure 
Mr Stkinhkrg And not by certified mail in all cases'^ 
Mr Pkdigo When there's nut a transferee borrower in\olved. 
the veteran is almost always in the property, so it's easy to notif\ 
him It's in those cases where he has allowed somebod\ else to 
assume his mortgage that ut have difficulty locating the veteran, 
and that^ when we use those \arious methods to tr\ to track him 
Jow n 

(^lairman Cranston Would it be feasible for to use certified 
mail to notify veterans who owe a home loan debt? 

Mr PKOKiO That's a little bit out of my area of jurisdiction That 
would be handled by our debt management staff 

C^hairman C-.anston. Could you explore that'^ 

Mr Pkdigo We will, and we will provide it to vou for the .ecord 

[Suhsequentl\. the Department of \'eterans Affairs furnished the 
lollowing inforn;ation j 

If \ \ h,iil aru a^^ur,inn' lh,tl ihv a^.^f^u•^^ oi rrtord to i rod, tin- u>f ol ^•vi\[- 
mai' ft-sibK' lo ..nii^ ,. M'ttMii of a honu- Kmm dvb\ \l, wi, in the 

•T. M"r''\ ni wiM's all \'A h,i> iv ,i piopt-rls ,^(i^itt•^^ !U tlu' linu' ,i d'. jt i> crf,aKl, 
fhr \ritTui tx.rn.wtT nr llu 1 1 arivft^rt^t. js lon^ ^onv Ironi that aJ(irfs> ,nui ii\ mo^t 
V — mail I- nut tor^^ardt-d VA lurrentK ittt-nipis to notif\ llu- \Hfran vi tlu- debt 
»u -t^ntlirm iht' noiiu' lo \hv propt^ris ,uldrfss I| n js rftunu'd. ajntact IHS tu 

\\h'\ hswv a iiirrenl t,i\ (llin^ ,iddrt'^^ If ^o, llu- noliu- >vn{ lu th,a ,iddie>s 
\S It flout airrt-nl addre«vs iiifonn,iliun, \*A vsruld bv ua>linK tuouv^ ni,»ijirm noliu-s 
u-rljfu'd mad 

(^hairman Chansk^n I'd like to ask also, and maybe you can't 
H'spond now. what v^ould be \oui views on starting a time limit for 
waiver applicat-ons for home loan debts from the date on which 
the debtor recei\ J a notice of the debt from \'A b\ certified mail'' 
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Mr. PEOic.o. I think that s scmething that we would probably 
want to analvze and pro\ide \ou with our opiiiion on that at a 
later date. 

Chairman Ckanston All right. If you'll respond for the record 
[Subsequently, the Department of Veterans Affairs furnished the 
following information:] 

Am neu time limit placed on \\ai\tM^ \\ould ha\c to be tied to the date of the 
first notification letter to the debtor The current ^>btem is desi^MU'd to ^'enera»e a 
letter to the address of record uhen the debt ib Cbtabhshed It is not cost effective to 
jjonerate certified lettei> unlebb there is fc<ome indication that the record reflects a 
current addre.ss For the mo^t part, tlie addre>fc. of record on a new debt is the pro|>- 
erty aodress In mo,t caset.. the debtor ha^ been ^'one from that address for some 
tim'e and mav or ma\ not ha\e left a forwarding' address We generate a letter to 
the propertN address" HrM in hopei> of getting a forwarding address If this is not 
Micccssful. wo contact IRS to determine if the> hase a current tax filing address If 
thoN do. we remail the first notification to the ne\\ addres.s In orde- to generate 
certified letters at the appropriate time. ^\e \\oal(i base to reprogram our current 
automated collection s^^te^l Based on {Uv reprogramming nuoKed. we do not feel 
this would be cost effective 

Chairman Cranston. At this point. Fd like to alert General 
Jones and Tom Collins that I'm going to ask VA some questions on 
which I may want additional comments from each of you So please 
be ready to^-espond during the upcomin-^ questions to VA if I need 
a foUowup from you. The same wU be uue for each of you during 
the questions to the other departments. 

First, VA opposed th.^ approach of my amendment to expand the 
TAP pilot program, saving on page 15 of your written testimony. 
'^ve need to h'ue that flexibility to allocate whatever level of re- 
sources we have in a manner that produces the best service for our 
client population." In what way is nn amendment inconsistent 
with your having that nexibility? 

Mr! AvENT. Mr. Chairman, 1 11 ask Ivlr. Brigham to respond to 
that. 

Mr. Bkigham. I'hank you, sir 

Sir, I want to point out that we certainl\ do not argue the merits 
of having appropna ^ decision points or administrative check 
points in anv interagency endeavor in order tu try to secure the 
success of tliat endeavor We also, I want to - nnt out, certainly 
share vour view that expansion hi this prograrn is not only proba- 
ble but almost certain, and we want to accomplish that in the rif;ht 
wav. 

Our concerns le^arding the particular amendment v%.vrh vou 
have proposed relat.^ first to the issue of the determinate., of suc- 
cess. To objectively or empirically measure the success of a venture 
of this type takes a little bit of time. 

Mr. STEiNBKKCi. Mr. Brigham, can I interrupt at that point'.' 

Mr. Brigham. Yes. sir. 

Mr. Steinbeko. I don't believe there s anything in the legislation 
that savs program success has to be measured objectively or em- 
piricaiiy. It savs that the Secretary of Labor, af^er consultation 
with the Secretarv of Veterans Affairs and the Secretary of De- 
fense, has to make that determination, and it's left entirely to the 
Secretary to determine on what basis to make that determination 
Wouldn't vou agree that that's what the legislation provides'.^ 
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partments, and we dimply were indicating to you, Mr Chairman 
that if expansion is needed, the departments are in a pocition, 1 
think, to cooperati\ el> reach that decision and to determine how to 

proceed. . . . • • .i 

What we have asked. I think, in that regard is il expansion is the 
issue, empower us, and I believe the three departments can move 
in that direction positively. 

Mr. Steinbeug. Mr Brigham and Mr Avent and the other \ 
witnesses I just wanted to clarify one or two things about the 
intent underlving the amendment, and we appreciate your clariti- 
cation of your intent in vour testimony. First ol all, do you read 
the determination that the expansion will not interfere with the 
provision of services or other benefits to eligible yete-ans ard other 
eligible recipients to include eligible recipients ol your service^ 
Mr. Brigham. That s correct. 

Mr. Steinberg. Yet those to be assisted here are already ehgiole 
recipients of vour services'^ . 

Mr. Brigham. Absoluielv. they are. We have an obligation, obvi- 
ously, as part of the outreach provision of title 38 to reach to mili- 
tarv installations and especiall> to separating active duty person- 
nel'. I think vou're aware that we have, for several years now, es- 
tablished as one of our major outreach priorities the improvement 
of services to active niilitarv personnel pending separation or re- 
tirement We've identified that as one of our three primary out- 
reach priorities 

Mr. Steinberg. That being the case, and since that is actuallv a 
mandate as well as a prioritv for you, your participation m lAl 
could not possibly interfere, assuming this language vv-ould apply, 
could not interfere with \our provision of services to eligible veter- 
ans, they these not onl\ are eligible veterans but they re mandato- 
ry responsibilities for you, tc the extent that you can feasibly reach 
them them, don't vou agree? 

Mr. Brigham. We'd be happ> to recognize that transition assist- 
ance IS an obligation to a certain degree o\er and above those tra- 
ditional obligations , , rr.. - * i * 

Mr. Steinberg. It says to the extent feasible That s correct, but 
they clearly are eligible 

Mr. Brigham. Absolutely, they are. 

Mr. Steinberg. So it's difficult to see how serving eligible veter- 
ans could interfere with serving eligible veterans 

Mr. Brigham. That's correct, but our reference there is in term^ 
of (he distribution of our resources to get the job done 

Mr. Steinberg. I understand 

Thank vou, Mr. Chairman. . , o 

Chairman Cranston Public Law lOl-'llh called for the Sec re- 
tarv of Labor to work in conjunction with the Secretaries ol \ eter- 
ans Affairs and Defense in establishing the TAP pilot pmgram 
Congress fullv expected VA to participate actively in VM iwenty- 
three military installations in seven States have been selected tor 
TAP participation. . 
First, was VA consulted in the selection ol any ol the sites 
Mr Brigham We were not, sir. We were advised ol those sites 
Chairman Cranston What impact does site locatioi» ha\e on 
VA's ability to contribute resources? 
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Mr Brigham It certainly has some. It impacts in our distribu- 
tion process of our own staff The majority of the initial TAP sites 
are some distance, not in direct proximity to thf^ regional office 
system. What that means is we'll expend some travel time and 
we'll encounter some difficulty in accomplishing that. Notwith- 
standing that, we're committed to do that at the pilot level. 

Chairman Cranston Have you protested your exclusion Troni 
the site-selection process, and, if so, what changes do you antici- 
pate? 

Mr Brigham. We have discussed that matter with both the De- 
partment of Labor and the Department of Defense, ?.nd I think 
there are assurances among the parties that we'll be m\olved in 
those decision steps in the days ahead. 

Chairman Cranston. What vas VA's contribution to the scope 
and detail of the VA benefits Information that will be provided in 
TAP presentations to service personnel? 

Mr Brigham. The Department of Labor shared with us their ini- 
tial draft of the participants' workbook and the instructors' work- 
book. We were able to take that under ovr own wing, pe/form a 
good deal of staff editing, make some special inclusions on the 
Montgomery GI Bill program and various amendments to other 
sections and present that to the Department of Labor's contractor. 

That virtually in its entirety has been included in the partici- 
pants' workbook We have one minor problem, that is, in the final 
publication of that book, the compensation area dropped out. How- 
ever, we're handling that on an interim basis with a handout bv 
our personnel, and when the book is republished, compensation 
will be included. 

Chairman Cranston. Do vou feel \ou ha\e been gi\en adequate 
opportunity to participate in this phase of the operation? 

Mr Brigham, In terms of the reparatio»i of written materials 
and so forth, yes, sir. 

Chairman Cranston. What would be VA's specific transition as- 
sistance responsibilit} under the interageiic\ memoiandum of un- 
derstanding that is now being drafted? 

Mr Brigham. Dr. W\ant and I, both of our programs, will have 
direct involvement in the field system For the most part, veterans 
services personnel which fall into my general area will handle 
transition assistance sites in the pilot arrangement Dr Wvant's 
vocational rehabilitation program will co\ei the three disabled 
t»*ansition assistance sites under the pilot. 

We will physically be there to make the \eterans benefits presen- 
tation in each of those programs. We will pro\ ide claims assistance 
and claims preparation to the degue that active ser\ice personnel 
need it, and, ob\iousl>, we will heavil> concentrate on the disabled 
acti\e members who are our future service-connected and who are 
in need of spe'Mal ser\;ces in tcims of understanding the compensa- 
tion program and understanding the \ocational rehabilitatior: pro- 
gram and getting started in that regard. 

Chairman Cranston Does the memorandum specif\ vou'll be in- 
volved in the site-selection process*^ 

Mr. Brigham It does not stipulate that 

Chairman Cranston Don't you think it should*^ 

17 
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Mr. Bru.ham. WeMl be glad to discuss that v.ith the departments 
and see if we can arrange that, sir 
Chairman Cranston Well, you think it should be, don't you^ 
Mr. Brigham. Yes, I do 

Chairman Cranston. When do you expect that memorandum to 
be signed? 

Mr Brigham. We are in the final stages among the departments 
of the final structure of that memorandum It's being amended 
slightl> in minor places, and the anticipation is that the Depart- 
ment of Labor will host the signing ceremony on May 21. 

Chairman Cranston. I presume you'll agree that a major target 
group foi transition assistance must be those being discharged with 
a service-connected disability who are eligible for VA vocational re- 
habilitation. Can you describe briefly what VA s roie has been in 
planning and running those programs and submit for the record a 
copy of the DTAP curriculum? 

Mr. Brigham. We can certainly submit that,> and Til be glad to 
defer to Mr. Avent or Dr. Wvant for some further elaboration. 

[Subsequently, the Department of Veterans Affairs furnished the 
following information ) 

Fhc DTAP seminar is KM\en as an addiMonal component to thv Transition Assist 
ance Program to ser\ icenienibers separating for »er\ ice disabled conditions During 
this 1-hour be>sion. VA \'o^'ational Uehabihtation stafl gne a general presentation 
on VA benefits with special attention to \ocational rehabilitation Folluwing a group 
presentation, the VR&C staif person, who is a counseling p\\chologist or vocational 
rehabihtation specialist. pro\ ides mdnidual assistance and information as required 
For those persons interested in beginning the \ocational rehabilitation process, the 
application procedure will be expedited and rehabilitation serMCes uin be provided 
even before the servicemenibcr is separated 

We are currentl\ working with DOL and DOD to deterniiiv othe. inlormation 
netds that this special group may have 

TuA.vsmoN TiiAi\'i>M Matkuials Oltijnk 

Day 1 Topics 

1 Introduction. Purposes .ind (loals 

2 Understanding Veterans Benefits 

A Using Conuminitv Sup{X)rt Ser vices 

1 Perlornung Personal Apprai>al and Developing Your Career ( atalogue 

Making ( areei' and Life DeciMons 
() Setting Cioals and Objectives 
7 Calculating .N'et Worth 
S Providing COLMIS Information 

Da\ 2 Topics 

1 Interpreting COLMIS Information 

2 Initiating a Job Search 

''\ Using Successful Search Tip.^ 

\ .-Xnaly/ing Want .Ads Job .-Xnnouncenients 

■) Makrng Contacts 

(i Creating Resumes 

7 Writing Cover Letters 

S Completing Job Applicatior*.s 

Day :\ Topics 

1 Understanding the Interview Process 

2 Using Effective Interview Technujues 
:i Sharpening Listening Skills 

1 Answering Kxpected Questions 
o Dealing With Employment Listh 
(» Interpreting NonA'e'ibal (\ies 
7 A>^klng Questions 

S Sending Appropriate Correspondence 
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Additional Infoi mat ion 

1 Prc-tebt/ Post -test 

2 Evaluation of Workshop 

Mr AvFNT. Mr Chai rnian. Dr Wvant, I think, lias been invoived 
in this planning. We'll let him speak to that. 
Chairman Ckanston. Thank you. 

Ur. Wyant. Mr Chairman, on the DTAP side, it has been one of 
our personal goals, even without vour legislation on this, to be 
more ii^volved with the active duty personnel with a service-con- 
nected disability. At this time, we have not seen the final curricu- 
lum for these programs, but we do expect our vocational rehabilita- 
tion personnel to bo at every one of these DTAP sites when they 
are holding the sessions to have a minimum of a -1-hour period of 
time to discuss the vocational rehabilitation program with all the 
members present. 

Our goal following that is for those who are interested in voca- 
tional rehabilitation while still on active dut> or following dis- 
charge to go ahead and get the application, get a memorar.Jum 
rating on these individuals, and perhaps pro\ide somt of the test- 
ing and interviewing so that they can either start then or when 
they go back to their home regional office. 

Mr Stkinberg. Dennis. I wonder if I might followup for a 
moment You said vou have nut seen the final curriculum. Do vou 
know what the timetable is on that? 

Dr Wyant. We understand it's imminent, that we should be 
seeing it very quickly. 

Mr Steinberg How much time will vou ha\e to make input on 
that? 

Dr. Wyant Probably not too much It will probably be done at 
each of the three DTAP sites at that point, more than national in- 
volvement at this time, since those DTAP bites will be starting this 
month. 

Mr Steinberg, ^'ou would have preferred, I take it, to .iave had 
some lead time in order to have been able to have reviewed it in> 
formally in Central Office? 

Dr. Wyant I think that as far as having continuity at all of the 
sites that it would have been helpful, yes, if we had been. 

Mr Steinberg Since there probably will be more DTAP sites in 
the future than the initial three, will vou be reviewing the curricu- 
la as it is disseminated at the three sites with a view toward 
coming up with uniform comments and perhaps foi the subsequent 
sites having a uniform curriculum? 

Dr. Wyant. Yes, and not only that, as soon as each of the three 
sites, Jacksonville, San Antonio, and Denver, have their first DTAP 
session, w'e plan to get those three on a telephone conference with 
our national office and find out the good parts, the parts that need 
to be improved, and hopefullv then for the second lound we'll have 
even an improved program from this first session. 

Mr Steinberg. You said you expect to have your vocational re- 
habilitation personnel present to provide at least 1 hours of hue f- 
ings Is it agreed with Labor and Defence that that will take place, 
or is that ?till under negotiation and discussion*^ 
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Dr. Wyant We understand that here at the national level I'm 
sure that we could improve the comniunications at the local level 
to make Stre that, that takes place To my understandmg, U will 
take place. 

Mr. Steinberg. When >ou have that communication at the local 
level, with whom do ^ou anticipate your people will be communi- 
cating? 

Dr. Wyant. Froni our point of view, it will be the Chief of Voca- 
tional Rehabilitation and Counseling in each of the three regional 
offices. ^ 

Mr. Steinberg. But with whom will that individual be communi- 
cating to arrange this participation? 

Dr. Wyant. With the person designated at that DTAP site with 
the militarv and with the person that has the TAP/DTAP responsi; 
bility with*^the State Employment Service or with the Veterans 
Employment Service. 

Mr Steinberg. So you think that you'll have to communicate 
with two individuals in order to make sure? 

Dr. Wyant. I would think that would be our best communication 
scheme, yes, sir. 

Chairman Cranston. Ray. what would be the nature and extent 
of VA s resource contributions and participation in dollars and in 
FTEE in both TAP and DTAP during fiscal years 1990 and 1991^ 

Mr. AvENi. For the pilot sites our commitment now looks at 
about 10 people, which would be in excess of $1 million, including 
travel costs. 

Mr. Steinberg. That's for the sites, when \ou say the pilot 
sites? 

Mr. AvENT. Yes. 

Chairman Cranston. I want to say to the representatives of the 
Departments of Veterans Affairs, Labor, and Defense who are here 
today that I hope that the recent flurry of meetings and phone 
calls involving program officials in all three executive branch de- 
oartments involved in this significant venture does indeed mark 
the beginning of a constructive joining of forces, which I think has 
been needed. 

Your cooperation and dedicated efforts are needed by those mem- 
bers of the armed services who will soon be separated from active 
duty, especially those to be separated early and those who had set 
out a military career and are finding it necessary to change their 
plans. This is a ^^erious matter of national responsibility before us 
today. We have a clear obligation to those men and women who 
volunteered to serve when the Nation needed their contributions to 
its security. • r u 

As we now begin to reassess our national needs in light of the 
recent dramatic changes in Eastern Europe and in the Soviet 
Union,^ we have a fundamental obligation to assist our current nuli- 
tarv personnel in their reassessment of their career objectives and 
to help them in their own transition into the civilian economy 

Ray. I presume you agree with that statement? 

Mr. Avent. I do, sir. 

Chairman Cranston. I hope you all agree and will be dramati- 
cally increasing all youi efforts in this area and will be Investing 
significant resources in the TAP Program. 
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Ray,^ I want to address a last question both to you and to General 
Jones, if I may I want VA and DOD jointly to address the follow- 
ing concern. NCOA, on page 2 through 4 of its testimony, cites var- 
ious disparate standards used by the service branches in deciding 
whether to grant honorable or general discharges, which, of course, 
is the determinant of Montgomery GI Bill eligibility. 

Could you both please study that testimony and then collaborate 
in providing summaries of the differing standards used by the serv- 
ice branches and copies of the pertinent directives? Could you both 
do that? 

Mr. AvENT. We will do that, Mr. Chairman 

[Subsequently,^ the Department of Veterans Affairs furnished the 
following information:] 

Our response ivquireb information fiuni the bcrviceb We have teque5>ted the infoi- 
mation fioni je Department of Defense Ah .soon as s\e leceive their repK we will 
provide it for the record 

'This information has been furnibhed in the i^iuestioni, and responi^es wh^h appear 
in the appendi.x ) 

Chairman Cranston Thank you Could you also each provide 
your department's reactions to the proposal to eliminate the spe- 
cial honorable discharge criteria for Montgomery GI Bill entitle- 
ment and thus open the program to all participants who have gen- 
eral eligibility for veterans benefits? Thank you both. 

(Subsequently, the Department of Veterans Affairs furnished the 
following information:] 

We do not favor modifNiri^ the huiunable di^char^e ehgibilits requirement fur the 
Montgomery GI Bill— Active Dut> 

Chairman Ck/ nston. That concludes the questions for the VA 
panel. Ray. Keiti.. Dennis, Dave, thank you very, very much for 
being with us. 

Our next witness is Assistant Secretary of Laboi for \'eterans' 
Employment and Training, Tom Collins. 

Tom, welcome to this hearing. If you would now summarize vour 
testimony in 5 minutes, I'd appreciate it. 

STATKMKNT OF HON. THOMAS E. COLLINS HI, ASSISTANT SKCKK- 
TARY FOR VETERANS' E.MPLOVMENT AND TRAININ(;. DEPART- 
MENT OF LABOR 

Mr Collins Thank you, Mr. Chairman. I'm pleased to appear 
before the Committee today to take the opportunit> to discuss some 
very important matters pertaining to the employment needs of our 
veterans and our soon-to-be veterans, and in the interest of time, I 
am submitting my rather len^ihy testimony for the record and will 
make some very brief opening comments. 

As in my testimony, I first discussed the status of the pilot tran- 
sition assistance project and the disabled transition assistance 
project The original planning and concept started several years 
ago It was authorized by the Congress last year as a pilot and is 
beginning, in terms of the 3-day workshops this month, in seven 
States, now including, for the record. 22 military installations. 

As we have heard discussed earlier, we have disabled transition 
assistance program sites which are included Miese 22 bases and 
located at nulitar> hospitals The model \^hlch has been established 




IS WW being tested We have selected sites primarily through co- 
ordination with the Department of Defense, since we are sharing 
resources. 

The Department of Defense s contribution is prmiarily access to 
the military bases because the basic authorization that allows TAP 
IS the authority for employment service personnel to go to soon to- 
be veterans that are currently in the active military service. 

Most facilities offer an in-kind contribution, including access to 
classrooms and military personnel. The focus of the initial pilot 
model has been in those areas, again with the Department of De- 
fense necessarily needing to take the lead, where there is a heavy 
concentration of military personnel being discharged. 

The Department of Labor, as authorized under the pilot, is using 
our disabled veterans outreach program specialists and local veter- 
ans employment representatives, those veterans employment repre- 
sentatives who serve in the States, and in this case, the seven 
States that have been selected. 

These personnel have been augmented and have recently re- 
ceived training at our National Voterans Training Institute in 
Denver prior to beginning ope -ations of the workshops in the seven 

States. ^ 1 * • 

To move along, I would like to comment about another topic 
today, and that is the use of disabled veterans outreach program 
specialists and their continuation as impacted upon by the Viet- 
nam-era legislation which would sunset December IMl Al- 
though the Administration and I are certainly not opposed in any 
wav to extending the DVOP Program, rather we are saying that 
we' must, especially from the Department of Labor viewnoint, look 
ahead to the demographics of the veterans population which is 
changing, and certainlv. since we're concerned with employment, 
to the changing economv and work force as we move toward the 
vear 2000. ' .... 

Our DVOPs, while thev certainly have work to do in their origi- 
nal mission of serving disabled and Vietnam-era veterans, should 
continue in that work and we are studving the possibility of refo- 
cusing their mission to include those other subgroups of veterans 
that exist now and we project will exist throughout the l?M)Os 

They include, first of all, the present group that we re focusing 
on, the disabled and the Vietnam-era veterans, but we have par- 
ticular problems with .iderly Vetera ^ We have women veterans, 
certainly minoritv veterans, including, Native American veterans, 
and what is very 'appalling I think, to us all that we have been fo- 
cusing on is a large number of homeless veterans, and. as we are 
suggesting in our testimon>, these soon-to-be veterans who have 
served their country so well. 

Concerning the amendments to Senate bill 2100 contained in the 
testimony, there is a clear intent from the Administration to sup- 
port the concept of expanding the Transition Assistance Program 
We have, as we heard in earlier testimony, so I will be deliberately 
brief, found some impediments to the Administration and fiexibil- 
ity that would be needed to expand the Transition Assistance Pro- 

^''^We have the Administration bill S. 2.")1(). which, first of all. au- 
thorizes tlie availabilitv of emplo>ment services to soon-to-be veter- 
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ans, of personnel ser\irg on active nulitar> duty now, which goes 
far beyond the Transition Assistance Program, which, as we know, 
is a very limited pilot program And, of course, expansion of the 
Transition Assistance Program would be possible under the pro- 
posed S. 2 )46. 

I'm pleased that the Veterans' Employment and Training Se»'\ice 
is in a F osition to provide employment services to these people, 
these military men and women who have served our country so 
well in the past, but now, as we look toward the year 2000 and we 
look at the occurrences in Eastern Europe, we will expect that thev 
will need help in planning their transition back into the work 
force. 

Thank you, Mr Chairman, for holding this hearing that wiP give 
us the opportunity to discuss these issues which are so vital to our 
present veterans and those soon-to-be \eterans. I'd be very ple.^sed 
to answer any further questions. 

[The prepared statement of Mr. Collins appears on p. 111.) 

Mr Steinberg. Let me note at this juncture for the record that 
we have statements from Senator Murkowski and Senator Thur- 
mond that will appear in the record of the hearing 

(The prepared statements of Senator Murkowski and Senator 
Thurmond appear on pp. 99 and 100.] 

Chairman Cranston I'm sorry I had to go out for a phone call 
very briefly, and I'm glad to be back. 

Tom, I thank you for your testimony, and congratulations on 
your very rapid implementation of the transition Assistance Pilot 
Program That's been great. I'm proud that California's highly suc- 
cessful Career Awareness Program iCAP) was able to serve as a 
model for the preseparation employment and training program 
that we are considering today. 

I understand that a centerpiece of TAP is vour new computer 
program, known as COLMIS, developed as a spinoff of the multi- 
State job listing project recenth piloted in four States. I know that 
COLMIS IS a test program, and I congratulate vou on this inno\a- 
tion. 

I do have one concern that militarv officials who have seen it 
denionst rated doubt the usefulness of the emplovment data in it— 
which is believed to be nearly 2 years old— and question the appli- 
cability of the program,. particularK to the Navv, because of a lack 
of cross-connection between Navy ratings and civilian job codes. 

It's said that the program, though designed to be user friendK, 
requires a lot of instruction time to input all of the participants' 
data As an aside, one militar> official observed that a better in- 
vestment of funds spent on computers might be to allow phone 
calls from separating personnel to the Emplovment Security Office 
in the town where he or she intends to move in order to ask that 
office for a current job listing What is your reaction to those con- 
cerns? 

Air Collins Mr. Chairn.an, I appreciate and accept the criticism 
aspects of those concerns Although on one hand we're ver\ proud 
of the development of the Civilian Occupation Labor Market Infor- 
mation System, it is certainlv not perfect at this date The criti- 
cisms mentioned are valid and are, in fact, being examined at this 
time. We will continue to improve that program 
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The latter suggestion concerning allowing the direct telephone 
contact with eniplo>inent service uffices is certainly an excellent 
suggestion, and that method is currently available in the Transi- 
tion Assistance Program. We are relying upon this tool, the 
COLMIS system, to give what assistance it will, realizing it is not 

perfect. , r- . i 

It is, I think, vpiy innovative in that it s the first tune that we 
have labor market information that relates to translating military 
occupational codes to civilian labor codes and projecting down to 
the county labor p irkct information to help the servicemember 
plan his future, where he wants to go, what his opportunities will 
be, not only industry jobs but the demographics of that. 

So we will continue lo work on that, and there are many other 
methods and tooi^ that will be used, including the simple telephone 
call to the local veterans' employment representative wher? the 
servicemember plans to relocate. 

Chairman Cranston. Will the separating servicemember be rou- 
tinely advised that this telephone opportunity is available'^ 

Mr. Collins Mr. Chairman, 1 will check if that is a specific item 
m the curriculum, I'm not sure, but certainly, I believe, our in- 
structors and workshop facilitators have the latitude to give this 
type of advice to their class participants. 

Chairman Cranston. It shouldn't just be a\ailable in case some- 
body somehow becomes aware of it. I should think routinely the 
people dealing with the separating personnel should be told to call 
it to their attention. Otherwise, they can't take advantage of it, il 
thev don't know about it. i i • 

Mr. Collins. That is an excellent suggestion, and I will take it 
and see to it, as we move into testing our pilot, that this is incorpo- 
rated. 

Chairman Cranston. All right. I appreciate it Tom. a major con- 
cern of mine is that the use of DVOPs and LVERs in the TAP Pro- 
gram, particularh in anv expansion of the pilot, not interfere with 
the provision of services*^ or other benefits to eligible veterans and 
other specified recipients of those services. ^ 

It's my understanding that DVOPs and LVERs do not routinely 
tram large groups in job readiness skills, such as resume writing 
and interview techniques, and the>'re not usually involved in sell- 
assessment testing, and that all of these elements are critical parts 
of the TAP curriculum. 

I'm disturbed to hear that some DVOPs and L\'ERs are not espe- 
ciallv interested in conducting TAP classes and are concerned 
about the fact that such activities are not currently measurable m 
their performance plan In view of the fact that an instructors 
qualifications and morale are critical to TAP's success, and in view 
of your ongoing obligation to \eterans, what consideration are you 
gi\"ing to the possibilit> of using contract instructors just as you 
have used contracts for the other aspects of the program*' 

Mr Collins. At. Chairman, to answer the latter p ut of the 
question, there are basically two choices, and we have addressed in 
the testimonv the lack of resources Contracting instri' -tors would 
require funding which does not exist currently We do have the re- 
source of the DVOPs and the LVERs. 
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They have the advantage of being employment specialists. Thev 
have experience, and they knou% and I'm" very comfortable that 
they do know, the job markets, the emplovment svstems, as com- 
pared to hiring, if we had the resources and the funds to contract, 
professional instructors who would not be experienced, perhaps, in 
the employment services and in the labor market. 

So there's a tradeoff. I realize and have heard before the criti- 
cisms or the idea that DVOPs and LVERs did not have in their 
original job descriptions classroom instruction. I'm certainly a.vare 
of that. We have geared our training program, first the selection 
process, in which we rely upon the State employment security ad- 
ministrators and the local office managers for Uiis selection, and 
then we have designed au instructor course which will go as far as 
we can presently in helping our DVOPs and LVERs become quality 
instructors, realizing that that cannot be done on a crash basis to 
its fullest level. 

So I am concerned about these poosibilities, I am comfortable 
that our DVOPs and LVERs know the primary mission Thev are 
to help the servicemen and women obtain employment. That has 
been their ongoing job Part of their basic mission is outreach 1 
view transition assistance as another form of outreach. 

So in the biuuder, generic sense, the mission of conducting tran- 
sition assistance, as many D\'OPs and LVERs have done on a local 
level for years, is an extension of their outreach program. We're in 
our pilot trying to develop a model of how they might do it better. 

Chairman Cranston. You seem to suggest that what you can do, 
in some respects, depends on the resources available. What have 
vou done to get more resources? For example, have \ou gone to the 
Secretary of Labor for funds from the discretionarv sources? Have 
you sought anything in the supplemertal? Have vou done anything 
else that you might do? 

Mr. CoLiJNS We have in the 1991 budget proposal a small 
amount of money,, slightly less than $2:)0,0()(), that will be specifi- 
cally devoted to transition assistance. There is no planned supple- 
mental to that at the present time, and I'm just starting the proc- 
ess of developing the fiscal year 1992 budget, and I am thinking 
and planning along a specific budget for the Transition Assistance 
and Disablea Transition Assistance Program 

Chairman Chan'STON. You're going to seek one that will give vou 
the resources you feel you need for this purpose? 

Mr Collins Yes, sir, we're just starting the planning process of 
that, so to go into any more detail or project what the Administra- 
tion's request in fiscal year 1992 for specified transition and dis- 
abled transition assistance programs might be would be premature 
at this time. 

Mr Steinherg Tom, I wonder if I might interject for a moment. 
Is the $250,000 in your 1991 request sufficient for >ou to do what 
the Administration proposes to do in counseling and advising sepa- 
rating service personnel under the Administration's own legislation 
which Senator Thurmond introduced at your request? 

Mr Collins. The broad scope of the Administration's legislation 
would allow, first of all, the employment service representatives 
that are out there in the States now to provide services out of then- 
existing resources, not depend upon that small amount of monev, 1 
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believe it^s $22r),000 on the line item for r.)!)l. So those eniplo>ment 
services would be allowed. The small amount of funding would be 
used on a national basis to su jport the Transition Assistance Pro- 
gram in terms of evaluating the program, which will be very im- 
portant as we plan to make a report back to Congress on Mav :U of 
1992, and to supplement computer support. 

Mr. Steinberg. Well, if you were given general authorit> as you 
propose, >ou've obviously proposed to exercise that authority and 
have a plan to do so. You've indicated that you already have addi- 
tional TAP sites in mind, under either the authority that Senator 
Cranston proposes >ou have or under your proposed authority I be- 
lieve that's correct, is it not? That you have in mind additional 
sites for 1991? 

Mr. CoLUNS. Of course, we are limited now to the 10 States, so 
there is no thought of the expansion bevond the 10 States We're 
limited to that. There has been some verv preliminary thinking 
done on fully utilizing the 10 State model, and, again, there have 
been no resources directly allocated to such an expansion. 

Mr. Stkinberg. Have they been directly requested bv you to be 
allocated for such an expansion? 

Mr. Collins. Other than the resources that we ha\e available 
now, which a^e basically our DVOPs and lA'ERs in the seven 
States, and should we expand to the full 10 States, we would be 
calling upon the DVOPs and LVERs, from the Department of 
Labor's viewpoint, to share that mission. 

Mr. Steinberc;. Wouldn't you agree that if the numbers of sepa- 
rating personnel accelerate as is generall> thought at this point 
those numbers will, that the .$225,000 is not going to be adequate to 
support any significant expansion of vour TAP and DTAP Pro- 
gram, done in the high qualit\ way that \ou would like to see it 
done? 

Mr. Collins. I would agree that the small amount of money is 
almost token in terms of funding a separate Transition Assistance 
Program. Therefore, m> planning must be using existing resources, 
and Tm coordinating with the Department of Defense and the De- 
partment of Veterans Affairs, again, asking them to use existing 
resources, or tho common word is we're taking it out of hide, and I 
have no resources beyond that, but we're fortunate 

We do have resources, as we have heard earlier, from the De- 
partment of Veterans Affairs, and I'm sure we'll hear from the De- 
partment of Defense. There are certain resources Our labor re- 
sources are the DVOPs and the LVERs. I suggested earlier in m\ 
opening comments and discussed in more detail in the testimony 
that perhaps a broadening of the mission of the DVOPs and LVERs 
as we anal>ze the demographics of the \eteran population and the 
labor market in the 1990s would allow considerable resouices, per- 
haps not enough to meet the obvious reduction in the military 
forces that I think we face. 

Mr. Steinbekg. Jast to foUowup for 1 more second on what Sena- 
tor Cranston asked you about, ih^ Secretar> does have versatile 
mone>s that are not earmarked in the budget for a particular pur- 
pose that n 4ht be able to be made available for such a program 
expansion Is that correct? 
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Mr Collins Yol. that is correct. We're certainly looking 
thruughuut the Department of Labor and would expect that our 
partner departments, the Dep. .uent of Defense and VA. are 
duing the same thing. There are possibilities of diverting dollar re- 
sources from othei programs within the Department of Labor, and 
I m certainl) exploring that possibility, but we are not budgeted as 
of now with a certain sum of money. 

Mr Stkinbkrg. We hope you will explore that, and if vou find 
n format! n tu suggest a specific need, the appropriations process is 
ongoing at this point, and we would certainl\ like to try to make 
sun that there are adequate resources from your standpoint to 
expand the TAP Program as it is envisioned in the pending legisla- 
tion Thank you. 

Chairman Cranston, I mentioned the possibiiitj f your con- 
tracting for instructors Have you anahzed the cost coiioideration 
involved in that possibility*^ 

Mr Collins I would be happv to make a better analysis and re- 
^pond in writing, but in a ver> generic sense, it would cost about 
Jl.SOO to conduct a workshop if we were contracting it out, but 
that IS almost some homemade arithmetic, I have not had a profes 
siunal analvsis made or even suggested someone proposing or bid- 
ding on such a project, because, as I've stated earlier, I have no 
funds to pay for such a contract at the present time. 

Chairman Cranston, Would you give us that analysis? 

Mr Collins. Yes, sir. 1*11 work it more. 

[Subsequenth. Mr. Collins furnished information which appears 
in the questions and responses on p. L5G.) 

Chairman Cranston Thank you. I understand that two DVOPs 
left the recent NV'TR training session for TAP trainers because 
thev didn't think the> were ph>sicall\ capable of speaking before a 
large group. Thev were said to have not fully realize^ the scope of 
their responsibilities prior to their arrival in Denver. What were 
\oui criteria for selecting the DV'OPs and LVERs that you sent to 
liie NVTR to be trained as TAP trainers, and what information 
were thev give.i about their respom>ibilities prior to their arrival in 
Denver"^ 

Mr Collins I am aware of the situation, as it did occur I was 
there mvself The local office managers in ihe State Employment 
Service were asked to provide from their resources, which, again, 
are veiv often limited, the persons that thev thout::ht would best be 
qualified to become workshop facilitators and do this outreach pro- 
gram 

Out of a group of TO. to have 2 misselections. which I believe it is 
obvious theie were 2 misselections. which the .situation was almost 
immediatelv corrected the following week, in other words, the 2 
who It the> couldn't do it. 1 was actually a medical problem, not 
a matter that he couldn't do the work, and has already been cor 
rected. so I have not calculated a percentage, but to have 2 out of 
T() feel that they were not adequate, especially since, I'd like to 
point out, we're plowing new groui»d, this is a pilot,« it's a new initi- 
ative, we discussed earlier the fact that DVOPs and LVERs are the 
unlv resource I have available present 1>, thev were not hired to be 
classroom instructors, so I think the record is pretty good thus far, 
and ril be watching it on a daily basis as we move into the test 
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The first thing I'm testing is the Administration, the abilities to 
deliver the service. Before we report to Congress, we will have a 
professional evaluation of not only the process but the results that 
we've been able to obtain. 

Chairman Cranston. Have you taken any steps to improve com- 
munications before DVOPs and LVERs are selected for participa- 
tion in training? 

Mr. Collins. No additional steps, ether than asking the S.ate 
employment administrator and the Directoi for Veterans' Employ- 
ment and Training to go to the local office manager where there is 
going to be a transition assistance project and make that person 
primarily responsible for ..electing from his resources the person he 
wants to represent him at that local transition site, which I think 
is the best method. 

Of course, we're continually distributing information, there is no 
handbook other than the material that's been prepared for the 
workshop, to advise in advance these pei smnel of their future job 
Now,, the present status, as I mentioned earlier, we've started to 
put it together fairl> rapidl> so that we could begin testing this 
month of May. 

We have learned a !ot, we will learn a lot throughout the next 
month and certainly thruui^huut the summer that will help us cor- 
rect these. I will be communicating, issuing instructions almost on 
a weekly basis throughout the system. 

Chairman Cranston. I should think an objective would be to tr\ 
to avoid a repetition of that Denver event, so if you can take steps 
to try to r-duce the danger that would happen again, it would be 
appropriate. 

Tom, a key to TAP's success, obviously, to a considerable extent, 
wiil be determined by the success of the three executive branch de- 
partments represented here today. Can you tell me the status of 
the memorandum of understanding between DOL, DOD, and VA 
regarding transition assistance, when you expect it to be signed, 
what points have been agreed to so far, and will it specify that VA 
and DOL are to be consulted in advance on site selection*^ 

Mr. Collins. Mr. Chairman, the status is it s in its final drafting 
process. I anticipate that it will be signed by the three departments 
on May 21 of this year, and there are certainl> no administrative 
problems in meeting that goal. It will cover the broad, basic agree- 
ments that the three departments have through consultations and 
from meeting and >\arkiii^ relationships developed, and I believe it 
will clearly btate the commitment from all three departments to 
the Transition Assistance and Disabled Transition Assistance Pro- 
grams 

Chairman Cranston. What about site selection'^ Will it specify 
that VA and DOL should be involved? 

Mr. Collins If it is not in the draft now, since it's been discussed 
and IS your suggestion, we will co\er that in the memorandum of 
understanding. 

Chairmar Cranston. Thank you. Do you agree that it s impor- 
tant that DOL is not called upon to bear a disproportionate share 
of^ the cost of the TAP or its expansion? 

Mr. Collins. The resources to date have been in-kind from all 
three of the branches of the Administration, and I do agree that 
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the Department of Labor, being the smallest part of the Veterans' 
Employment and Training Service, and certainl> being the small- 
est member of the partnership, ha\e fev.er in-house resources to 
operate from. 

Chairman Cranston. Would vou please provide the Committee 
with copies of all correspondence and meeting minutes invol\ing 
Labor and the other two aepaitments on the subject of TAP and 
DTAP up to this point? 

Mr. CoLUNS. Yes, sir. 

(Subsequently, Mr Collins furnished information which appears 
in the questions and responses on p loO.j 

Chairman Cua.,ston The Disabled American Veterans, on page 
13 of their written testimony, voice concern iliat there have appar- 
ently been no written directives or plans provided to field person- 
nel responsible for TAP. They say that while oral presentations 
have been given to militar\ installations which are selected as pro- 
grain sites and employment service offices m those States, the writ- 
ten information distributed has generally been a concept agenda 
and not much else. 

DAV suggests that \ou unmediatelv issue clarifving instructions, 
along with a plan to all invol\ed How do >ou respond to that sug- 
gest ion? 

Mr. CoLUNS- Such an effort, Mr. Chairman, is underway I real- 
ize the need for it. The reason i has not been verv comprehensive 
is because, again, we're piloting We are dealing with seven States, 
there is a diffeunt situation in almost every State The relation- 
ships are between the State emplo>ment service, each State has 
their own differences in emplo>ment services and their relation to 
the local militarv command, the base commander, and, of course, 
our Federal emplo>ment representative director in each State is 
being asked to monitor and coordinate this. 

So, frankly, of the se\en test States that have previously been se- 
lected, thev all have different coordination and arrangement situa- 
tions, so I'ni watching that, and I do intend to issue some memo- 
randums that will la\ out the national model The model has been 
laid out, I think, adequate 1> bv concept papers, bv scheduling meet- 
ings, and to step too rapidly into issuing rules and regulations 
would be self-defeating in man\ cases, self-defeating of the pilot 
test concept 

Chairman Cpanston. What steps have vou taken to entourage 
the support of and . aticipation in the process bv veterans' service 
organizations? 

Mr Collins I have certainly communicated veioallv and in 
meetings with the veterans' service urgani/ations. which is an on- 
going matter, and I have written a lettei clarifving the invitation 
of veterans' service orgiMU/a ,ions to participate in our tiansitiort 
assistance projects. 

Going further. I actively would encourage the veterans* service 
organizations, as is authorized under the current pilot language, to 
come in and join our Transition Assistance Hi og rams, we could 
work it into the schedule, they could become instructors \s author- 
'/ed, but to date there has been no coordination that has achieved 
that But the invitation is wide open, ai:d. in fact, I plan t(^ take a 
more active role in actually having that occur. 
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Mr. Steinbkrg But you said that none at this point at the site 
selected have agreed to' participate in the TAP sessions? 
Mr Collins, Yes, that's correct. 

Chairman Cranston. The DAV Service Medical Record Re\ie\v 
is an integral part of the California Career Awareness Program 
What steps have vou taken to ensure that such a review i» to be 
included in TAP? ^ 

Mr. Collins. TAP has been designed as a model for employment 
services with part of it delivering overall VA benefits We have no 
medical record review specifically built into this employment as- 
sistance model. That doesn't bv any means mean that we have any 
objection to the local veterans' service organizations, the local base 
commander, the local hospitals, and including the employment 
service, if necessarv, having such a review at the same time or in 
conjunction with the deliverv of our employment assistance pro- 
gram. 

Chairman Ckanston Why don't you take a look at that Califor 
nia program and see if \ou might spread it beyond California'^ 

Mr. Collins. Yes, sir! and I understand at the local level some of 
the TAP projects will be essential 1\ doing the same thing, following 
the same format as the CAP Program, which I have visited on sev- 
eral occasions in California, and we are appreciati\e. Mr Chair- 
man, of the CAP Program, and a lot of our model to date has been 
tailored after the CAP Program. 

Chairman Cranston As you now move into actual TAP oper- 
ations at these farfiung sites, it's my understanding that to date 
your sole point of control for TAP is siill one DOD employee on ex- 
tended detail to your office. When do \ou expect to assign your own 
full-time employees to administer the field operations of this oper- 
ating activity, and what amount of that staffing will be assigned 
directly to the program? 

Mr. Collins. We're talking with resources, and as I indicated 
earlier, we have a very small national office There have been no 
FTEE resources by position description allocated to TAP My vision 
is, and I'll use an analogy of the homeless veterans reintegration 
project that was developed in the Veterans' Employment and 
Training Service several years ago to serve homeless veterans, as 
I'm running TAP now, the Assistant Secretary at that time had 
this as a pilot project, so I, the A.^sistant Secretary, am running 
the pilot project to later decide how this should be integrated into 
the organization. 

The homeless veterans reintegration project now does have dedi- 
cated FTEE, and I envision that in the near future, budget plan- 
ning and all of that having occurred, well have permanent posi- 
tions in our national office. We're sharing resources We're fortu- 
nate that the Department of Defense has been very cooperative, 
going back several years, certainl\ before the legislati\e authoriza- 
tion and even before the occurrences in Eastern Europe which now 
have a lot of attention in reducing our militarv force, in providing 
a resource in teims of an Army officer that would help de\elop this 
concept. 

Now, just this week, through our cooperative efforts with the De- 
partment of Veterans Affairs, I'm to ha\e another special assistant 
that will be coming from the Department of Veterans Affairs Tl-- 
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will assure direct coordination, and in these earl> months of the 
TAP demonstration, I will remain in charge of them. I think that 
is for the besc, and as we plan the next budget cycle, then analyze 
do we need tc build a transition assistance office at the national 
level It is not clear, frankly, right now because the real coordina- 
tion, the real work, is between the State employment ser\ice. our 
State director and the military command in each State. 

Chairman Cranston. Have you tried to ^ei any additional per- 
sonnel assigned to this operation from DODV 

Mr Collins. No, sir. 

Chairman Cranston You might get some additional help from 
that source. 
Mr. Collins. Thank you. 

Chairman Cranston. How much do yoi' estimate the TAP Pro- 
gram will cost in fiscal year U)90? 

Mr. Collins. Again, I would be happy to report in uritmg after 
doing more analysis, but the actual direct cost will be measured in 
several hundred thousand dollars, at the most, and as we've dis- 
cussed earlier, the resources are the outreach resources that exist 
through the State grant programs that I have not made an anal>bis 
of how much of that outreach would be allocated to TAP. I'd be 
happy to do so 

Chairman Cranston. Would you do that, and would you also in- 
dicate from what appropriation accounts those funds would come? 

[Subsequently, Mr. Collins furnished information which appears 
in the questions and responses on p loG.] 

Chairman Cranston. If you can give us an> clues now, that 
would be helpful. 

Mr. Collins. The resources right now are coining out of the 
States funds, the DVOP and LVER funds. 

Chairman Cranston Since the Administration's fiscal year 11)91 
budget requests a cut in DVOPs and in LVERs, presumably based 
on lower anticipated workloads, if Congress full> funds DVOPs and 
LVERs, will this then provide sufficient funds and staff for TAP 
expansion? 

Mr. Collins. That would certainly be a step in that direction, 
and, as I said earlier, I view the DVOP and LVER programs as this 
is an outreach effort, and I am suggesting that as we look into the 
lOnOs with these increasing numoer of soon-to-be veterans, we need 
to redefine the mission of the DVOPs and LVERs to serve existing 
groups of veterans as they may change. 

Chairman Cranston. Is it just a step that doesn't take you all 
the way? You said it's step in the right direction, but is it only 
that'^ Does it not carry you where you would like to get'^ 

Mr. Collins. It does not fully assure that we'll be able to meet 
services should we expand at some date or this point of transition 
assistance at all militarv bases. In the continental United States 
alone, that is over 180 bases. 

Chairman Cranston Have you actuallv asked for more support 
for TAP than you've gotten from within DOL or from VA or from 
Defense? 

Mr. Collins. As a separate appropriation, no, sir. 
Mr Stein HERc;. We weren't asking about a separate appropria- 
tion, but whether or not vou have asked in an> foi m — personnel. 
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funds transferred uoni other accounts— for support foi TAP from 
within the Department of Labor or from VA or from Defense that 
you have not received? 

Mr. Collins. I have not been refused funds, so Tm currently, as 
was discussed earlier, looking at the dislocated worker funds, which 
are not normally a part of the VETS allocation within the Depart- 
ment That is certainly a possibility, since the Administration and 
the Department of Labor is very interested, and should we need to 
expand the Transition Assistance Program. I, through coordination 
meetings with the other two departments involved, have discussed 
possible use of funds. But to date, it has been primarily upon in- 
kind resources and not a transfer of funds. 

We referred earlier in my testimony to the flexibilitv and the 
need for nexibilit>. I view it as fairly inflexible to look to other de- 
partments and depend upon them to meet our goals and to accom- 
plish this mission to ask them to transfer funds from one depart- 
ment of the Administration to the other. 

Chairman Cranston. You didn't really answer whether you 
sought funds from the other departments, and the second part of 
the question is have you been refused, and vou sa\ no But the first 
part is. have you asked? Have you sought? 

Mr. Collins. I have not asked as a direct request for a certain 
amount of dollars, no. sir 

Chairman Cranston Would you please provide the Committee 
with quarterly reports beginning August 1 regarding the arrange- 
ments made among ihe three departments for support of and par- 
ticipation in TAP and the resources that each is devoting and 
agreeing to devote to TAP? If \ou'd provide the reports 30 days 
after each quarter. I'd appreciate it 

Mr. Collins. Yes. sir 

Chairman Cranston. On page 4 of your written testimony, vou 
say that DOD has designated one individual per military base to 
coordinate activities of the workshops. Are the\ assigned full time"^ 

Mr Collins. Those are not full time, as I understand it. to tran- 
sition assistance. These base coordinating personnel are normoHv 
wuthin the base personnel function, and. more specificallv, in the 
discharge or outprocessing functions, so the> do have other duties 

Chairman Cranston. Do you consider that Labjr or Defense is 
the lead agency foi TAP nationally and locally? 

Mr. Collins! I personally have the leadership role in the Depart- 
ment of Labor, as clearly indicated by the other two departments 
At the same time, we have the smaller amount of resources, but it 
IS very clear that TAP and DTAP is an employment service func- 
tion, and therefore I feel that the Department of Labor has been 
given che lead in this, and certainlv there are aspects of the pro- 
gram to make it work that would allow, for example, the Depart- 
ment of Defense to primarily select sites because it is their people 
that we are serving, it is their militarv facilities that we must go 
ur..n. so certainlv in site selection and personnel scheduling, the 
Tepariment of Defense would have the lead in that. 

And, of course, in providing the VA benefits portion.s and those 
other services that the Veteraiib' Administration would offer to 
soon-to-be veterans, the VA has the lead in that, especially tho^e 
under the Disabled Transition Assistance Program 
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Chairman Cranston. I presume it's apparent from the questions 
I've been asking that I have a concern about the collaboration, co- 
ordination and cooperation between the three different depart- 
ment? that are involved in TAP. This is a very important program, 
it's goin^ to become increasingly more important as more people 
are leaving the services due to the changed national defense situa- 
tion and a military budget that is going to be reduced to some 
degree, probably significantly in the course of time. To make the 
program work and to let people see that the Government can cope 
with the problem, we need to have a high degree of cooperation be- 
tween the three agencies. 

So I hope that we can bring th ' about; I hope there won't be 
bureaucratic standoffishness or lack of collaboration We're all 
working for the Government, and we're all working presumabl> for 
the people that need help, and there are some people that need and 
will need a great degree of help, and I hope that we can have a 
very significant and orderl> collaboration between the three agen- 
cies. 

Tom, that concludes my questions for you. I do have a few ques- 
tions for written response, and I'd appreciate having \our answers 
by Tuesday, May 22. Thank y ju very, very much. 

Mr. Collins. Thank you, Mr. Chairman 

Chairman Cranston. Our next witness is Lt Gen. Donald W 
Jones, Deputy Assistant Secretary of Defense for Militar> Manpow- 
er and Personnel Policy. 

We welcome you. Would you, lik » the others, please summarize 
in not more than 5 minutes your written testimony'^ 

General Jonbs. Yes, sir. 

Chairman Cranston. Thank you. 

General Jonks. Thank you, sir. 

STATKMENT OF LT. (;EN. P;>NALI) W. JONES, DEPl T^ ASSISTANT 
SECRETARY FOR MILITARY M \N!>()\VER \NI) PERSONNEL 
POLICY, DEPARTMENT OF DEFENSE 

General Jones Good morning, Mr. Chairman, and I do thank 
you for the opportunity today to present the Department ui De- 
fense's position on the proposed bill which would amend chapter 41 
of title 38 of the United States Code to expand the pilot program 
which offers employment and training opportunities to service- 
members separating from the Active Forces. 

The existing program is currently referred to the Department 
of Labor Transition Assistance Program. I believe some background 
.tbout TAP'S importance to DOD is in order. 

As you know, the quality of our people is better than ever Our 
Armed Forces receive a young, highly motivated, eager person 
from high school and trains that person for a specific military skill 
In all. we bring in approximately 300,000 new people every year 
from the civilian sector and return essentiall> the same nuniber 
But what we give back is an asset to the community, a highly 
skilled, loyal and disciplined person who is drug free and motivated 
to contribute his skills, knowledge and military experience to the 
civilian community. Our people are very much in demand by busi- 
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ness and industry, as well as State and local government They are 
a national resource ^ • j i j * 

Due to the changing world situation ai;d a constranied budget, 
major reductions to our force structure are being planned As we 
execute these reductions, we must be concerned about those who 
are staving as well as those whom we need to separate We have 
given serious thought to this challenge and have developed an out- 
line for a Transition Assistance Management Plan which incorpo- 
rates the TAP, . . ^ ^ . , 

The TAP is designed to assist tiie transition of trained nulitai> 
people to the civilian work force. Implementation of this program 
is a complex, intergovernmental effort led bv the Department of 
Labor in cooperation with the Departments of Defense and Veter- 
ans Affairs, which began officially on May ' at/%\Eustis. VA. 
where the first TAP workshop was conducted. I he lAP is impor- 
tant to the DOD for several reasons First, the program provides 
servicemembers. either separating or retiring, with the skills and 
knowledge to assess their professional, technical, and vocational ca- 
pabilities; conduct job searches, develop resumes; and prepare ^or 
interviews. The TAP also provides for foUowup job placement re- 
sources through the DOL State employment service offices We an- 
ticipate the program will play a significant role in reducing the 
level of unemployment compensation associated with those mem- 
bers leaving the service. 

The current pilot program is scheduled to take place at UUU 
sites in seven States through 11)91 Existing authoritv for the pro- 
gram requires that an evaluation and report be submitted by UUL 
to Congress in Fisci.l Year 11)92. 

In addition to the DOL program evaluation, DOD plans to obtain 
participant feedback and after-action reviews from selected sites 
Mi Chairman, vour proposal lO amend existing author ty tor the 
pilot program would expand the current program by authorizing 
the DOL to conduct the program in more than 10 States 

Now the Department of Defense strongly supports the intent ot 
the proposed amendment. We believe that servicemembers in good 
standing, whose plans for a career in the military are cut short, 
need and should have some job placement assistance in switching 
to a career in the civilian sector. 

The TAP Program is particularl\ important for our younger en- 
listed and officer personnel who have not had an opportunity to 
analvze their career goals in terms of work outside the iT^nitarv or 
who'mav not have had to go through a civilian job search 1 AF is a 
comprehensive program that will assist military men and women 
integrate personal values, family considerations, education, ti- 
nances, and locations in making theii career decisions 

In genf^^al we favor the objecti\e you're proposing. Mr e hair- 
man We concur with TAP expansion to more than 10 geographi- 
callv dispersed State,s because we anticipate that we will need to 
expand the program before the 1002 report to Congress perhaps as 
earlv as June IDDl Although the actual size of the drawdown is 
still" uncertain, ue want to be prepared to assist our military per- 

We are working mten,sivel\ with the Departments of Labor and 
Veterans Affairs^ on TAP because we believe it offers the best 
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mechanism to deploy our available resources to reach and ser\e 
those members of th? Armed Forces who are aboui to become vet- 
erans If our initial experience with the pilot program indicates 
this belief i^^ correct, we want to be able to expand TAP rapidl\ so 
we can deliver needed labor market and \Lterans' benefits informa- 
tion to as man> militar\ personnel as possible just before the\ sep- 
arate from the service 

We fear the additional administrative requirements of the pro- 
posed amendment could result m some delays in expansion of TAP 
jUst when we need it most I assure you that in these times of 
shrinking resources, we do not intent to expand a program if it's 
not working Our objective, shared with the Departments ol L.;bor 
and Veterans Affairs, is to deploy whatever resources we have in a 
manner which best serves the people for whom we are responsible. 
We need th^ flexibility to do this and we therefore oopose the ad- 
ditional administrati\e determinations required b> the amendment 
which could have the unintended effect of dela\in^ the expansion 
of TAP. 

We also support the Administration's proposal vshich was intro- 
duced by Senator ihurmond This proposal would re\ ise the defini- 
tion of the phrase "eligible veteran" and thereb\ make the State 
employment services, currentU available onl\ to \eterans. a\ail- 
able to active dut\ ser\icemembers, who art eligible for discharge 
under other than dishonorable conditions, within DO da\s of their 
date of separation Passage of this legislation v\ould permit the 
counseling and job placement services that are limited currentl\ to 
veterans to be available to separating personnel. This amendment 
would provide an important oervice for separating militarv person- 
nel w^ho are r»bout to become veterans. 

Before leaving the suoject of separating militarv peisonnel, let 
me share our other concerns with \ou. The TAP presentl} operates 
in the United States, vet serv iceniembers separating fn^m oversells 
bases do not have readv access to labor market information or 
other Department of Labor services anc are at a disadvantage in 
securing emplovmeut counseling pr* r to being sepaiated. In addi- 
tion to those overseas military personnel not reached bv TAP. two 
other overseas groups could use similar assistance— spouses of sei- 
vicc members (we have about 44 percent of our spouses emplo>ed in 
the labor force) and those Department of Defense civilians whose 
jobs are being eliminate^d. We believe in the total force, an thev 
are Department of Defense emplovees. We're working with the De- 
partment of Labor to determine how we can use existing resources 
most effectivelv to provid" reeded service to those people. 

Mr Chairman, we appreciate vour interest in and concern for 
the active duty serv icemembers during these thallenging times I 
believe we all want to ensure these talented, highlv motivated indi- 
viduals are provided the skills and knowledge to continue as pro- 
ductive citizens in our society, 

Mr Chairman, that concludes niv testnnonv I'd he happv to ad- 
dress any questions. 

(The prepared statement of General Jones appears on p 1 lo ) 

Chairman Cuanston Thank vou verv much i welcome vou to 
the Coniniitt^^e I admire the speed with which vou coveied a gieat 
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deal of ground *n a ^ ery short time, -nd you hit the red light exact- 
ly on the button. . 

You ve heard the remarks about the need for coordination, and 1 
assume you agree and will do all you can to bring that about 

General Jones I agree wholeheartedly. We're having almost 
daily contact with the Department of Labor, and we ve started 
having more contact with the Department of Veterans Affairs, and 
I agree wholeheartedly that we need to work very cic ely to make 
this program a success, sir. 

Chairman Cranston. Good. Both nationally and locally 

General Jones. Yes, sir 

Chairman Cranston. General Jones, what does DOD consider its 
transition assistance responsibility to be to military service person- 
nel 'vho will have to be involuntarily separated or are urged to 
take voluntary early terminations in order to cut force strength'^ 
General Jones Well, our responsibility is to manage the life 
cycle of servicemembers from the day we go out and recruit them 
until they're discharged. We have responsibilities to take care of 
their needs, and part of those needs are to assist those young 
people, who have done yeoman's service for our country, in getting 
into the labor markets. Our responsibilities are to do anything that 
wf can to help them do that, in conjunction with the Department 
of Labor . ^ 

We have primarily provided in-kind support up to this point We 
have provided points of contact down at the installations; we have 
people in my office and in all four of the services who are working 
on these types of programs, we are providii-^, logistic support; and 
we're providing a number of other things down at the installation 
level, such as audiovisual facilities to hold meetings and assistance 
to the instructors. It is, we feel, very much our responsibility to 
assist these young people in getting into the labor market 

Chairman Ckanston. I think it's interesting to note that the 
Soviet Union is going tl rough the throes of the same process as 
thev bring troops back from Central Europe and begin demobiliza- 
tion, and having gotten out of Afghanistan are reducing their force 
strength, too. Thev've apparentlv encountered a great deal of tur- 
moil and lack of pVepaiation for the ircunistance, and I hope that 
through this program we can avoid any consequences like that in 
our countrv. The two countries that have been the superpowers 
facing each other are going through the ^ame exact P»;oce^s now 
On page 2 of your written testimony, vou say that DODs objec 
tiv'> IS to deplov wbL,teve»- resources you have in the manner which 
best serves the'people for whom you have responsibility What then 
will be DOD's contribution of resources and its participation specif- 
ically in staff and dollars, for each service with regard to TAI as 
coordinated bv the Labor Department? 

General Jones Well, that is still being developed at the present 
time. In addition to what we're doing with TAP. sir, we have an- 
other whole series of things going on in the services You know, 
we're looking a\ things like separation pay fbi enlisted peop e 
That's a problem that we have with inequity We pay officers who 
are involuntarilv separated, but we're not paving the enlisted 
people So we're'looking at that, and we're trying to n st that out 
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We're considering other things like extending post e?xhange and 
coniniissary privileges for a certain number of monthb after bepara- 
tion, job fairs, job counseling, and expanded testing in our educa- 
tion centers There's a whole series of things ongoing in addition to 
the TAP in the services and at the departmental Ie\el. We're still 
trying to put dollar figures to the initiati\es and proposals under 
development at the present time, sir. 

Chairman Cranston. Do any of the armed services now ha\e a 
program similar to the pilot TAP Program? 

General Jonks The Army probably has more in\olvement in the 
TAP Program, because they started about 4 years ago working 
with the Department of Labor. Now, as far as going out and giving 
specific job information, we did a pilot progranr in conjunction with 
the Department of Labor at Fort Biagg a couple of years ago. We 
called it job assistance and would counsel voung people separating 
from the service on wnere job opportunities were available. 

We also assisted those \oung people in filling out applications to 
get into colleges. We advised them on what salaries the> could 
expect to earn in a geographical location doing the t\pe of work 
they were qualified to do But, specificallv right now /the services 
are w^e're not duplicating what the TAP does, sir 

Chairman Ckanston In regard to my previous question about 
asking what would be DOD's contribution of resources and its par- 
ticipation specificallv in staff and dollars for each service, would 
you please provide for the record some detail on that? 

General Jones Yes, sir. 

[Subsequently. General Jones furnished the following informa- 
tion*] 

The Dopaitnieni of Defence L.rrentlv ha^ :iu pei^onnt'l %\oikin^ uii tlu- Tr.iiiMtion 
Abhi^tai.oe Pru^^ram iTAPi p 'jt Offax* of the Sem'tarv of Detfii^e. J. Anii>. UK 
Na\\. \), Air Forcu. 12. and Manne C'oipN J The resources supplied afe in-kind, in- 
tludinK pert>onnel. lo^^^tiLS i>uppuit. fanhtu^. audio \isua! e^iuipinefit, and assist- 
ance to the TAV instructors, as needed 

Chairman Cranston. Will the programs undei taken within the 
services themselves be maintained as parallel progiams to TAP or 
will resources be merged'^ 

General Jonks. We want to be sure Jiat we don't duplicate effort 
and waste resources, sir. so in those cases where the> complement 
each other, they will be tied together Some of these things that 
we're talking about, sepaiation pa\ for example, don't necessaril> 
impact on the Department of Labor or othei Federal agencies Cer- 
tain programs will be at the option of the indiMdual ser\ice. but in 
those cases where thev can he complementarv, 1 think we would all 
be well-advised to use programs in that manner, sir 

Chairman Cranston At sites where TAP is not present, will the 
armed services begin an assistance program'^ 

General Jonks I am confident we will e\er/uall\ do that An\ 
place. I think, that we have servicemembeis sepaiating. Mi Chan- 
man, we will try to respond to those needs. 

Chairman Cranston I note on page 3 of vour wiitten statement 
that you'rp working with Labo. to pro\ide needed ser\ices to 
spouse^ of ser\icemenibers and those DOD cnihans whose jobs aie 
being eliniinaced That is good, but won't that opeiation .substan- 
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tially diminish further the resources that DOD commits to the TAP 
Program? , ... 

General Jones. What we^re doing at the present time s using 
any additional space that we have available and letting the spouses 
participate in these programs We understand what the priorities 
are, and we certainl> won't dislodge an active duty servicemember 
being separated in order to do that. 

Our civilian personnel people are starting some plans at the 
present time, Mr. Chairman, to see if they should have a program 
that complements this program for the DOD civilians We don t 
v.ant the two to be in competition with each other where one will 
take away resources from the other. We understand that our No I 
priority is to care for our separating veterans. 

Chairman CuANSTon. What wou.d be the nature of DOD's contri- 
bution of resources and participation, specifically in FFEE and dol- 
lars for each service, with regard to TAP as coordinated by the 
Labor Department? 

General JoNKS. The contribution, as I said, primarily at this time 
has been in-kind support, providing those types of things I men- 
tioned earlier. In that earlier pilot program I mentioned at Fort 
Bragg, I think we spent close to $!.:> million 

The funding was reduced about 2 years ago, and we don t have a 
budget line item in the budget specifically for the TAP Pro- 
gram, I don't believe, it's primarily in-kind support rather than 
a specific amount of dollars, sir. 

Chairman Ckanston. What are DOD and the individual services 
prepared to do orfe....izationally to support TAP"^ Will there be 
some tvpe of established command infrastructure from top to 
bottom with assigned full-time personnel and designated funds 

General Jonks. I think it has the potential to evolve into that At 
the present time, a^ Mr. Collins said, we have points of contact at 
the installations where the TAP is taking place These people are 
devoting a significant amount of their time to the effort I think as 
the demand on the system grows. w^e'U have a requirement to 
devote full time people to It and probably have bome staff at these 
locations. , 
We also want to w^ork with States that are interested. vVo and 
the Department of Labor are starting- to get many inquiries from 
States saying the\ would like to know what's available They re 
reading i'. the papers that large numbers of military people are 
separating, so the States are staitiiig to generate a lot of interest 
We would work through the Department of Labor in making the 
contacts with those groups of people. 

I spoke to a group of individuals i.-^t week called ihe American 
Logistics Association. They represent about 200 major organiza- 
tions and thev indicated to me that once we get the TAP Program 
and Transition Assistance Management Program finalized, they 
would like us to make a presentation to about 200 CEOs of major 
organizations. I've also talked to a gentleman who would be willing 
to put us on the agenda for the Go\ernors fall conference Ilcwever 
in response to your basic question, I think we'll see an increase in 
the size of the staff and the resouices committed to this program, 
sir. 
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Chairman Cranston The Hrst session of the new TAP pilot pro- 
gram took place last Monda> at Fort Eustis. Othei sites are soon to 
follow. Could you let us know why a DOD or Army. Navy. Air 
Force, or Marine Corps memorandum of understanding with the 
Labor Department has not yet been worked out to set out the mis- 
sion of the TAP Program and to prescribe local command responsi- 
bilities? Why hasn't that been done yet? 

General Jonks. Well, it's now under final review by the DOD 
General Counsel, and we hope to have, as Mr. Collins said, the 
signing ceremony next week or the 21st of May between Mr. Der- 
winski. Mrs Dole, and Mr. Atwood. I don't think Mr. Cheney will 
be present on that date I would hope that once the memorandum 
of understanding is signed, we will be able to develop implement- 
ing instructions rapidly to go down to the installation level, sir. 

Chairman Cranston Good. On page 2 of your written testimonv. 
you say that DOD is working intensively with DOL and VA on 
TAP Would you define this by providing for the record, not \erbal- 
ly now, the number of meetings that have taken place and the 
number of DOD personnel invol ved? 

General Jonks. Sure. We'll provide that. sir. 

[Subsequently. General Jones furnished the following informa- 
tion:] 

In order tu implement the T.\P. the Department uf Defen.se anil the Depait merit 
uf Labor met on a month 1\ Ui»is from Januan throu^^h .Xpnl The Dopajtnient.s of 
Del ense and I^abor \sith the Departm.ent of \ eteians .-\ffairs, ai? ^'loup, ha\e met 
on a h.onthh ba^is since Ma\ We na\e .scheduled the thrtt- a^'encies to meet on a 
monthh basis The nii^^ber of Department oi Deh-nse personnel ran^e from h to > 
at each meeting 

Chairman Cranston Do you now have the structure in place to 
ensure that future TAP and DTAP site selection will not be made 
until there has been full consultation with both \'A and Labor*^ 

General Jones Yes. sir. no doubt 

Chairman Cranston. Good. 

General Jones The w^ay we picked sites was to task the services 
for representative places— a training base in one location, a tactical 
base at another location. We tried to get a representative sampling 
of different sites The services did participate, but I don't believe 
we asked the Department of Veterans Affairs for consideration. It 
was just an oversight on our pait We certain!' didn't intend to ex- 
clude them. 

Chairman Cranston. Thank you 

General Jones Yes. sir. 

Chairman Cranston. How have administrative issues at local 
TAP installations bee.i resoKed to date, such as who at the instal- 
lation has the responsibility for providing classroom space, who has 
authority over the attendance, class beha\ioi and personal prob- 
lems of participants, and so forth? 

General Jones We primarily left that up to the installation com- 
niander We're trying to use the chain of command as best we can. 
Some of the services are going out and conducting a chain teaching 
process That is. we go out and tell voung people, who are anxious 
because they don't know what the si/e of the force is ^'oing to be 
and are \erv concerned about whethci or not thev're going to ha\e 
a job m the future, that if vou do separate, we're going to assist 



you and do everything that we can to lessen the impact on you 
We're trying to ube the chain of command to get that word out and 
we're trving hard to allay their fears. 

We hold the commander at that installation responsible for 
making a choice of those individuals who attend, and the com- 
mander also appoints the point of contact for the Department of 
Labor to contact when it gets ready to have one of the TAP ses- 
sions at that installation. There s lots of dialog and lots of planning 
that takes place before one of these programs is kicked off, sir 

Chairman Ckanston. On page 2 of your written testimony, you 
say that DOD needs flexibility to deploy its resources. I think you 
heard my conversation with the counsel for VA on that subject Is 
there any way our amendment would limit your flexibility'^ 

General Jones. I don't think so, not on the resource aspects of it 
The one thing that I mentioned later in m> testimony about the 
lack of flexibility may be that if the drawdown happens much 
faster than expected, depending as what the CFE is going to do to 
us in Europe—if we have to bring all the people home much sooner 
than we anticipated— those five reporting requirements may limit 
our ability to get some of those things started. 

That's the onl> limitation I think the amendment causes— those 
administrative considerations that we have to meA before we can 
expand the program. It all depends on how fast the drawdown 
takes place. As far as resources however, I don't see that you're 
limiting us at all, sir. 

Chairman Cranston. Good. Considering the need to spread the 
flow of participants into TAP to maintain the normal military mis- 
sion, to allow participants time to follow up on information given, 
and to be able to take in personnel who must have crash courses 
because they recent 1> arrived from outride the continental United 
States or from aboard a ship and were scheduled for immediate 
separation, wouldn't it be preferable for a person to become eligible 
for TAP at IbO days before their sepaiation date, rather than W 
days before? 

General Jones It would give us more Hexibility The chances 
would be better to accommodate ser\ icemembers' needs, because 
we mav get caught up in those last da>s- If an individual is partici- 
pating in a major exercise, we wouldn't ha\e the opportunity to get 
him or her into it 

More leeway is needed for the people coming back from overseas, 
because nian> of them are discharged when they hit the port, such 
as Charleston. That would give us added flexibilitv and the com- 
manders more latitude in programming individuaK for the course, 
sir. 

Chairman Ckanston How much prior notice will be given to 
per^^onnel who will be involuntarily separated or urged to take vol 
untary earlv termnuition due to reductions in military forces'' 

General Jones We ha\e a combination of events that can take 
place. Some of the involuntar\ separations that we anticipate will 
require some changes to existing legislation Right now, about the 
only place we can take cuts are m new accessions, and they 
wouldn't 

Chairman Ckanston Are in what? 



Genera) Jonks New accessions, or recruits. Just cutting the 
number of people we bring in. Then if we^re talking about cutting 
officers from year .1 through year 20, we need some relief from ex- 
isting legislation to eliminate that group of people, the regular 
Arni\ types of people So that process would mean approximately I) 
months of advance notification because of the legal steps we have 
to go through It may be up to GO days or 90 days for noncommis- 
sioned officers to get the notification that they will be 

Chairman Cranston What's the shortest notice inat anvbodv 
can get under present circumstances? 

General Jonks. I would say 00 days would be t^^*^ shortest 

Chairman Cranston. What system is in place to coordinate the 
numbers and site locations for future reductions in force? 

General Jonf:s The services have given quite a bit of thought 
ard effort to this We have primarily restricted site selections at 
this time to the number of locations that we're already allowed. 
We're in the process of trying to develop a plan should we be able 
to expand to all ISO locations. We're trying to establish priorities 
as to where we would go next. 

I thuik some of the decisions that will help Ub make these deter- 
minations will be the force structure decisions on where we take 
the structure down For example, if we're going to take a division 
uut of an in:>tallation and separate large numbers of people, I think 
that would be one of the high priorit> places to choose We're still 
trving to develop that list of locations, but we won't know exactlv 
which ones will be chosen until we get a mark from Congress on 
end strength Then, we'll know whethei or not we're going to sepa- 
rate individuals or we're going to take out units, where thev're 
coming from, and how much is coming out from overseas as op- 
posed to the continental United States We still have a lot of un- 
knowns at this time, sir 

Chairman Cranston. Thanks. Section Mll(aHl) of title pro- 
vides that a Montgoi^iieiv GI Bill participant meet the service re- 
quirements and is thus entitled to benefits if he or she "is dis- 
chaiged or released from active dut> involuntariiv for the conven- 
ience of the Government as a result of a redaction in force a^ de- 
teimiiitil bv the Secretary of the militarv department concerned in 
accordance with regulations prescribed bv the Secretary of De 
fense " 

Will the militarv personnel expected to be separated over the 
next several vears as a result of the easing of international ten- 
dons bi classified as "discharged or released from activitv dutv in- 
voluntariiv for the convenience of the Government as a result of a 
red act i oil in force?" 

(Jeneral Jon?:s We plan to look out foi that grouu of people. I've 
got the legal people now looking at that to see if i have to come 
back and get any additional legislation from the Congress to do 
that The one categorv of people that I see that could cause us 
some difncultv, if e trv to gv[ voUintary separations in lieu of in- 
vuluntarv separations, is individuals out 1 vear short of their serv- 
ice obligation We might be causing those individuals to be dis- 
qualifiea from receiving their Montgomery GI Bill benefits. 

What we want to do ib able to waive that and give those indi- 
viduals the opportunity, if we ask them to leave or t^^<n volunteer 
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to leave, to have those benefits. So we certainly want to take care 
of each and every one of our people who leaves as a result of force 
reductions, but we don't want to discriminate against those mem- 
bers who voluntarily leave, for example, at 4 years rather than T) 
years, or come up a few months short of his or her obligation, in 
order to be entitled to the benefits. We are looking at that, and we 
do want to take care of those groups of people, sir. 

Chairman Cranston. Why would you promote voluntarily in 
contradistinction to involuntary? 

General Jones. The problem is that we have some people who 
would like to get out of the service, and we have those we may be 
separaung who would like to remain on active duty. We would like 
to lessen the im' act on that group of people who would !ike to 
remain, because the major difference in this drawdown and the one 
we had alter Korea and Vietnam is we had draftees who wer^ de- 
lighted to return to civilian life. 

The active duty force are volunteers. They all came on active 
duty expecting to ser^ e 20 or 30 years. Anyone we ask to leave now 
really is an involuntary separation. We would like to let the ones 
who want to go do so before we ask individuals to leave who war* 
to remain, sir. 

Mr. Stkinbekg. Let me just foUowup for one moment, please. 
General. Is there a DOD polic> with respect to the services encour- 
aging individuals to take \oluntary terminations in those kinds ot 
situation*^ rather than involuntary termination? 

General Jonks As w^e go through a force reduction process, we 
may have an individual who has an active duty service obligation 
for having attended -chool. Now. if we had all the people we 
needed in that militarv occupation il specialty, we would probably 
give that individual an opportunity to leave voluntarily 

In the case ui someone like a pil^t in the Air Force or Navy 
where we have shortages, we certainly wouldn't let any of those 
people go voluntariiv. because it costs us so much to train them 
We need those servicemembers to maintain the readiness ot the 
force 

Mr. Steinbkiu; Why is it to the serviceperson's benefit, it it is. to 
leave voluntarily if there is a reduction in force impending rather 
than to have an involuntary separation'^ 

General Jonks It may not be to the individual's benefit so much, 
especiall> if he or she is going to get separation pay We would not 
pav separation pa.v to the individual who voluntarily goes, but we 
would if he or she is involuntarilv separated So. it wouldii t be to 
the individual's benefit, it would be to the service's benefit to try to 
get the end strength down to the required numbers 

Mr Steinberg. But in other words, is there a motivation on the 
part of the service to encourage voluntarv separation in order to 
avoid having to pav separativ pay? 

General Jones. No. that is not the motivation at all Ihe motiva- 
tion is to keep from forcing someone out who wants to stay who 
might be involuntaril> separated, when another individual would 
leave on his own. if given the opportunity. It's giving ,^:ople a 
choice Evor\one is a volunteer. Take for example, individuals who 
have o-year* sei vice obligations anu we are offering 1-year early 
outs Some members ma\ alreadv have decided to get out at the 



ERLC 



8S 

end of.") years Then we have other indi\iduals who are approach- 
ing the end of the r)->ear obligation and want to remain. We would 
give the ones who wanted to sta\ the option of staving, and we 
would let the ones who definitely are going to separate a \eai iioni 
now to go ahead and leave a year early. 

Mr Stkinbkrg But the consequence for that individual might 
well be to lose GI bill benefits and to lose separation pay. 

General Jonks He or she would definitelv lose separation pa\. 
What I n.entioned earlier was that we want to protect the GI bill 
benefits for that category of individual We don't think after thev 
paid their $1,200 that thev should be penalized on the GI bill bene- 
fits. 

Mr Steinbkrc; It can be argued that thev shouldn't be penalized 
on separation pay. as well. That's another issue But what you're 
saying, as I understand it, is that in order to tr\ and focus on who 
it is best to separate and with whose plans that makes most sense, 
this is offered, but that could also be used as a basis for determin- 
ing w^ho you're going to then involuntarily separate 

That is. who would most resist or who would least resist an in\ol- 
untary separation Bv asking their preferences, you could deter- 
mine that and still give them au unoluntarv separation and pro- 
tect their benefits, if you follow the point I'm tr\ing to make 

General Jonks I'm not sure I'm tracking \ou. The separation 
pa\ issue that we're introducing requires ") vears of acti\e dutv in 
order to qualifv. so people with initial ser\ice obligations of less 
than r> years wouldn't qualify anyw^ay 

Mr Stkinbkrg. Well, you're going to gi\e us more information 
for the record on that, and let us know whether or not \ou bi^lie\e. 
hopefully in collaborat ion with V A. that there is a need l».r some 
sort of a statutorv cIk uige on the issue of GI bill eligibilitv. 

General JoNKs Oh. absolutely. \es. sir. W^ are working that at 
this time. 

Mr Steinbkuu Do you have a time schedule as to when we 
might expect to hear something from you'^ 

General Jonk.s I think we'll ha\e an answer on that issue within 
a couple of weeks. Now. I don't know how long it will take us il it 
requir-es legislation fve gut the legal people in\ol\ed in that at the 
pr*esent time. 

Chairman Ckanston. I'd like to ask that >oi consult with \'A on 
this issue. be>ond what gr'ound \ou just co\er'ed, and that vou 
report to us. if \ou'd provide us with a detailed rvsponse regarding 
the various categories of separation that will come about in connec- 
tion with the reductions, anal>/.e the effect uj each of these separa- 
tions on Montgomer-v GI Bill entitlement and other benefits, and 
give us vour \iews on whether changes m the law would be ad\isa- 
ble and necessar-y in each instance in connection with those elect- 
ing volurUar-y termination. 

General Jonks OK That may take me a little longer than 2 
weeks Til need to staff it and coor-dinate with the four M'r\ices and 
with the Department of Veterans Affair's. 

Chairman Ckanston Great If vou would also please pro\ide for 
the record of this hearing aru a\ailable docum.entatiori ugarding 
DOD's policies about ^'arlv se|)arations and unoluntarv oi volun- 
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General Jones Some of the detailed anal\bib that vuu asked for I 
won't be able to deliver in a week. However, we can answer the 
questions, sir. 

Chairman Cranston. Fine I want to thank vuu verv much fur 
your responsiveness, your directness, and tht ama/.ing'speed wiih 
which you covered a great deal of ground. 

General Jonks, Thank you, sir. I appreciate that 

Chairman Cranston. Thank you very much 

General Jones, Thank you. sir 

Chairman Cranston. Our last witnesses this morning represent 
five veterans' service organizations I'll introduce them as thev 
take their places at the witness table. 

Could we have order*^ We have mure witnesses coming to the 
table. 

Representing The Ar" ican Legion are Steve Robertson, Assist- 
ant Director of the Na jnal Legislative Commission, and James 
Hubbard, Director of the National Economics Commission, for the 
VTW, Robert Manhan. Special Assistant to the National Legisla- 
tive Service: DAV, Richard Schultz.^ Associate National Legislative 
Director, and Lennox Gilmer, As..ociate National Employment Di- 
rector. PVA. Frank DeGeorge, the Associate Legislative Director, 
and representing the NCOA, Chuck Jackson. Executive Vice Presi- 
dent, and Dick Johnson. Director of Legislative Affairs, 

I welcome each of you We have each of your prepared state- 
ments I want to thank you for getting your testimony in to us so 
much in advance. That was most helpful Please proceed in the 
order J introduced you. and would the Legiou start bv summarizing 
in minutes, please? 

Mr RoBKUTSON Sir. Mr, Ilubbaid is going to summarize our 
statement. 

ST.VTKMENT OF J.V.MKS A. HrHHARI). DIKKCTOU. N.\TI()N.\L K( ()- 
NOMICS COMMISSION, TUK .VMKRKWN LKCION. A( COMP.WIKI) 
BY STKVK A. ROBERTSON. ASSIST.\NT DIRECTOR. NATION.VL 
I .Ki\ I SL ATI V E CO M M I SS I ON 

Mr. Hubbard Thank you, Mr Chairman 

The legislation proposed b> this Committee, if it becomes law. 
will accomplish some vei v import/Mit tasks The executive agencies 
are about to begin the long process of formulating a budget foi 
Hscal year The American Legion is very pleased that this leg- 
islation has been introduced in time to be considered during that 
process 

The addition uf a limiting date of December ^U. VMYA. to chapter 
41, title 8S. will, we hope, force the President to include sufficient 
funds in his budget lecjuest to continue the svstem now opeiated bv 
the Veterans Emplo>ment Training Service* at the Department of 
Labor 

We congratulate you, Mr, Chairman, and the other members of 
the Committee for vour foresight in this matter. Our objective in 
the subject area is to make the progiam permanent The 2-vear ex- 
tension provides evervone with some breathing room so sensible so- 
lutions can be f' jnd What makes this issue important to The 
American Legion is the fact that the present svstem of providing 
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priority or maximum service to Vietnam-era veterans, principally 
through the Public Labor Exchange, has its statutory foundation in 
chapter 42, upon which priority service to all veterans is based. 

When chapters 41 and 42 were substantially rewritten in 1972, 
the Wagner-Foyser Act of 1983 provided coequal statutory author- 
ity for veterans services. Wagner-Peyser references to veterans, 
however, were eliminated with the passage of the Job Training 
Partnership Act in 1983. Thus, chapters 41 and 42 are the only 
codified authority for veterans employment programs. 

Eliminating references to Vietnam-era veterans would substan- 
tially undermine the veterans employment services We will be the 
first to tell this Committee that most Vietnam-era and Vietnam 
veterans have made a successful adjustment to society They are 
working productively at jobs and are providing tax revenue for the 
Government. We attribute this to the farsighted legislation pro- 
posed and supporteu by this Committee, legislation which built the 
current system 

We also suspect that veterans now working were the easiest to 
place in jobs and that there still exists a hard core group of minori- 
ty urban veterans who need work We urge you to make this pro- 
gram permanent at some point in the future. 

Mr. Chairman, the only other subject Til touch this morning is to 
congratulate >ou on your foresight in proposing the expansion of 
transition assistance. We would caution, however, that any expan- 
sion must be accompanied b> the funds necessary to accomplish it 
The Assistant Secretary of Labor for Veterans' Employment and 
Training cannot be expected to take on any additional responsibil 
ity without some deterioration in current services 

Likewise, it s unreasonable to expect DOD or the Department of 
Veterans Affairs to absorb thj additional costs associated with put- 
ting former service people back to work in civilian jobs 

Mr. Chairman, this completes my summary Til be happy to 
answer any questions. 

[The prepared statement of Mr. Hubbard appears on p ll(i ] 

Chairman Cranston Thank you ver> much Thank you for your 
brevitv. 

iNext is the VFW. 

STATKMKNT OF ROBERT I). MANH.VN, SPKCI.VL .\SSIST.\NT. N.\- 
TIONAL LK(;iSLATIVK SKRVICK. VKTERANS OF F()REI(;N WARS 
OF THE IMTEI) STATES 
Mr. Manhan. Thank you,^ Mr. Chairman. 

I'm Bob Manhan from the Veterans of Foreign Wars We appre- 
ciate the opportunity to appear here this morning Because our tes- 
timony is alreadv a' matter of record. Til just touch on the two or 
three 'issues that\ve disagree with in the various pieces of proposed 
legislation. 

Regarding bill S 2483. which you offered at the request of the 
Secretarv of Veterans Affairs, we would rather retain the elimina- 
tion of the proposal that s in sections 202 and 203 of ihat bill 

When we go to bill S. 2484, the Veterans Housing Amendment 
Act of 1990, which, again, you introduced at the request of the Sec- 
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i3tary of Veterans Affairs, we disagree with sections 7 and 1) of 
that bill. 

Last, in discussing Senator Thurmond's bill, S. 2r)4(), we have 
gone on record as suggesting that the TAP Program be available to 
those active duty persons who are within G months of being sepa- 
rated from service You've already brought that up, and I'm glad 
General Jones of the Department of Defense agreed that a G-month 
transition period would be more advantageous tha.i the !)0 days of- 
fered in S. 2546.. 

This concludes my statement. Thank you, Mr. Chairman 

[The prepared statement of Mr. Manhan appears on p. 121.] 

Chairman Cuanston. Thank you very much. 

Next is DAV. 

Si\\tp:.mp:nt of richard f. scirltz. associatp: national 
legislative director. disabled american veterans, 
accompanied by lennox e. gilmer. associate national 
employment director 

Mr. ScHULTZ. Thank you, Mr. Chairman 

On heVip "of the members of the DAV, I certainl> appreciate the 
opportunity to appear here today. In reference to S 248:^ which 
proposed changes in the educational assistance progiams. the DAV 
has no objections to the addition of the individuals in non-Depart- 
ment of Defense facilities to the list of eligibles to receive vocation 
rehabilitation. 

The DAV certainly appreciates the fact that the Administration 
recognizes the importance of starting vocation rehabilitation as 
soon as possible following a disabling injur> or disease, and hope- 
fully this recognition will lead to a rec.uest by the Administration 
rbr sufficient FFEE to provide timely vocation rehabilitation serv- 
ices to our Nation's service-connected disabled veterans and those 
persons awaiting separation from military service. 

Mr. Chairman, section 104 of this legislation provides for certain 
individuals to eliminate an overpa>ment b> performing Vvork studv 
services The DAV has no objection to this provision, however, we 
must caution that in no wa> should this change be interpreted b> 
VA to be used in place of current waiver standards recenth put 
into place as a result of Public Law 101-287. 

Section 202 proposes to am^nd current law by eliminating the 
VA s authority to make advance payments of subsistence allowance 
under chapter 31,^ and inasmuch as this propo.sed revision mav 
impact adversely upon service-connected disabled veterans entering 
the program of training under chapter lU, we continue to oppose 
this change Section 203 of this measure proposes to eliminate ad- 
vance payments required in the Work Stud> Program, and we also 
oppose this, Mr. Chairman 

Mr. Chairman, we oppose section 7 of S. 2484 proposing to 
change current law by placing a 18()-day limit on the time in which 
a veteran may request the .vcU\er of a home loan indebtedness We 
support the pro\isions of section 8(a), which would make perma- 
nent the foreclosure information and counseling requirements con- 
tained in section 18:j2(aH4) of title ;^8 Mr. Chairman, section 10 of 
this legislation proposes to expana the authorit> to collect housing 
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loan debts by offsetting the debtors tax refund or Federal salary, 
and, Mr. Chairman, we oppose this provision 

In reference to S. 2587, the DAV has no objections to this, and at 
this time, Td like to have Mi. Gilmer respond to a couple of points 

Chairman Cranston. Fine. . 

Mr. Gilmer. Mr. Chairman, wc*d like to express our disappoint- 
ment and concern that the Assistant Secretary for Veterans Em- 
ployment and Training said that there is no veterans' service orga- 
nization participation in the TAP/DTAP program. Unfortunately, 
we think that may be a very accurate reflection of the attitude of 
at least some of the people that he has assigned to staff this activi- 
ty in his office. 

' The fact is some of those staff people have indicated on at least 
two occasions, once publicly, that veterans' service organizations 
would not be allowed on military installations. Since that was the 
military liaison, who reports directly to General Jones, and Gener- 
al Jones was being cited, we were very concerned about that state- 
ment. • -U 1 

Also, we have met with the Veterans' Administration ihey said 
they were surprised the DAV had an interest in this program be- 
cause they were told by the Department of Labor that we had no 
interest. I point out that we are in Camp Pendleton in California, 
that weVe at Fitzsimmons in Colorado, we're at Lowry in Colorado 
and, in fact, we were involved in those programs long before TAP 
DTAP by the Department of Labor came along. 

We would point out also that three new TAP/DTAP military in- 
stallations have contacted us asking us to participate with them, 
but no employment service office has yet contacted us about this 
program. The Department of Labor VETS indicates that the em- 
ployment service people are the people that wo must coordinate 
with. In fact, we were pleased when VETS became neutral on the 
participation of veterans' service organizations instead of opposing 

rd also point out that when we contacted the Virginia Employ- 
ment Commission asking that we be included in the Norfolk TAP 
Program, we were told bv the Virginia Employment Commission 
that thev had no need for us. That was as late as yesterday We 
understand that they mav be reviewing that, but that was then- 
direct statement to us. 

[The prepared statement of Mr. Schultz appears on p 121 | 
Chairman Cranston. That was amazing You hit it exactly on 
the red light. 
Mr Gilmer. The General was helpful. Thank you 
Chairman Cranston. Next, the Paralyzed Veterans of America 

STATKMENT OF FK.VNK R. DoCHOIKIE, ASSOCIATE LE(;iSL.VnVE 
DIRECTOH, PARALYZED VETERANS OF AMERICA 
Mr. DeGkoroe, Thank you, Mr. Chairman 

On behalf of PVA, I, too, am pleased to be here today and have 
the opportunitv to testify on the various bills Regai Jing the S 
2UK), section -lOl, PVA supports the provision for postponement of 
time limitations on counting of Vietnam-era veterans in disabled 
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veterans outreach program specialists funding formula uatil De- 
cember 31, 1993. 

Regarding section 408 in S 2oU), Mr. Chairman, PVA believes 
the concept of providing employment and training information to 
individuals prior to their discharge from active duty has significant 
merit. We believe the creation of the Transition Assistance Pro- 
gram as established in the Veterans' Benefits Amendments of 19S9 
is a proper initial response to the increasing number of people leav- 
ing the military. 

PVA has no objection to a cautious approach to the expansion of 
the existing pilot program as recommended in S. 2100. Existing 
services, however, must not be undermined by an expanded pro- 
gram spread so thin that disabled veterans Lf^eking employment 
are adversely affected 

Certainly at issue, we believe, is the matter of appropriate fund- 
ing and the involvement of the three departments which have a 
stake in the successive TAP, the Departments of Labor, Veterans 
Affairs, and Defense. 

Regarding the technical corrections of S 2100, Mr. Chairman, 
your bill makes two technical corrertions involving VAs Home 
Loan Program First,- you have properly recognized that VA home 
loan guaranties can be authorized in cases of homes which cost 
more than the maximum guaranty, and, second, >ou have properl> 
adjusted the Government's contribution to the new guaranty in- 
demnity fund when the veteran chooses to make a downpa>ment 
on his home. PVA supports these corrections. 

Regarding S. 2483, section 101, the Administration bill addresses 
the issue of alternate secondar> school credentials for Montgomer> 
GI Bill eligibility. We have no objection to uniform regulations 
being promulgated by either the Department of Veterans Affairs or 
the Department of Defense. 

Section 102. PVA supports this provision to expand eligibility for 
vocational rehabilitation for disabled servicepersons pending dis- 
charge PVA reiterates its belief that all servico disabled \eterans, 
regardless of their period of service, should receive peri^.anent and 
foremost preference in employment training and job placement 
programs. 

Section 103 PVA has no objection to this provision for extension 
of the period preceding automatic disenroUment under chapter 32 

Section 104 The PVA supports this provision for certain individ- 
uals to eliminate an overpa>ment by performing work stud> serv- 
ices. 

Section 201 This provision addresses the matter of honorable dis- 
charges for Montgomery GI Bill eligiuilitv. PVA supports this pro- 
vision. 

Section 202 PVA stronglv opposes this provision, which would 
eliminate the advance pa>meiit for subsistence allowance for chap- 
ter 31 beneficiaries. 

The need for subsistence allowances, in man> cases, is unrelated 
to the direct expenses of tuition, books and fees. We do not believe 
that advances from the chapter 31 revolving fund offer a better so- 
lution to the financial subsistence needs of a student at the begin- 
ning of his training. 
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Section 2[}6. PVa opposes deletion of the prjvision for advance 
payment of the work study allowance. Regarding S 24S-L at the 
outset, PVA wishes to thank you, Mr. Chairman, for excluding sev- 
eral particularly objectionable features of the Administration s bill 
PVA opposes section 7 of the Administration s bill, which would re- 
quire that an application for a housing debt waiver be made within 
180 days from the date of application 

For what may be the largest purchase in a veteran s life, we be- 
lieve he or she must be given every chance to submit a leglti^nate 
request for waiver consideration. PVA also opposes section of the 
Administration s bill, which would merge the direct ban fund and 
the loan guarant> revolving fund. As you know, the Direct Loan 
Program provides the availability of direct VA loans to ^everely 
disabled veterans who require specially adapted housing assistance 

Concerning section 10 of the Administration s bill, PVA does not 
believe a member of the U.S. Armed Forces should be treated dif- 
ferently than a veteran or a surviving spouse Like veterans and 
their survivors, we believe section iS^iG of title '^8 should continue 
to apply as v^^itten to active duty personnel. 

Regarding S 2337, Mr. Chairman, in 1986, you and Senator 
Frank Murkovvski coauthorized legislation \vhich resulted in the 
creation of the Commission to Assess Veterans' Education Policy 
One of the recommendations made by the Commission pertained to 
the standardization of VA educational programs Although, PVA 
did not support the resurrection of flight training benefits in 19RS, 
we are not opposed to the enactment at this time. 

Therefore, Mr. Chairman, we recommend that, if enacted, VA es- 
tablish effective policies and regulations which closelv monitor the 
oversight of solo flight hours, thereby ensuring that limited VA re- 
sources are not paying for recreational Hying. 

Mr. Chairman, this concludes my statement, and we ^vant to 
thank you for holding this hearing today 

[The prepared statement of Mr. DeGeorge appears on p U^O ] 

Chairman Cranston. Thank you very, very much 

Finally, the NCO Association 

ST.VPK.MKNT OF C HARLKS R. J.VCKSON, K\KCrTI\ E VIC E PRESI- 
DENT, NON C O.M.MISSIONEI) OFFICERS .ASSOCIATION OF THE 
I NITEI) STATES OF .VMERK A, AC CO.MPANIEI) BY RICHARD W. 
JOHNSON, I)IRE( T(>k OF LECJISLATIVE AFFAIRS 

Mr Jackson. Thank you, Mr Thairnian 

NCOA will confine its comments this morning to just a couple of 
ibsues of education and transition matters, however, we'll be happy 
to answer any questions addressed in our written remarks 

As the Committee knows. NCOA is deeply concerned about po- 
tentially large force reductions, perhaps more so than other asso- 
ciations, since nearlv TO percent of NCOA members are currently 
ser\ing on active dut> and subject to early involuntar> separation 

Equally troublesome is that this is a multijurisdictional sue To 
truly provide for the transition needs of these veterans, UCX bene- 
fits must be improved bv the Finance Committee, enlisted stv^n*- 
ance pay and othei transition programs must be improved by 
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armed services, and certain program^ under the jurisdiction uf this 
Committee must also be improved. 

We are, therefore, most grateful for the Committee's interest in 
this area Among the most important initiatives this Committee 
can pass is the Cranston Amendment No. loTo to S. 2100, pro\iding 
for the expansion of the Transition Assistance Program created 
under Public Law 101-237. 

This proposal, if enacted, wiP require the joint efforts of the De- 
partments of Defense, Labor, and V'eterans Affairs in creating 
transition centers at major defense separation facilities We ha\e 
chosen to support this proposal over the Admin istrat'on's requested 
legislation, S because it offers the potential foi a much wider 

range of services. 

Where the Administration's bill would simpl> provide emplo>- 
ment and counseling ser\ices to departing ser\ icemembers during 
their last 90 days of active duty, the Cranston measure would offer 
more As we envision imp) mentation, DOD would be virtuall> 
compelled to make space a\ailable at separation facilities foi tran- 
sition centers. 

Depending on personnel and funding a\ailability , we expect 
these facilities would be staffed by DVOPs, L\'EKs, veterans bene- 
fit counselors, and military career assistance personnel W\» also 
expect these centers would pro\ide counseling and einplo>ment 
sei\ices to working spouses uf ser\ icemembers who would be forced 
to relocate upon the servicemeniber's discharge. 

We are also concerned about DOD's discharge coding practices 
As the Committee knows, most veterans benefits are available to 
those indi\iduals separated from service at the con\enience of the 
Government, but DOD has a nasty practice of calling for volun- 
teers for earl> separation or mandating the retirement of those 
who prefei to remain on active duty DOD then codes these dis- 
charges as regular separations, thus depriving these individuals of 
veterans benefits and services. 

Over 20,000 voluntary separations have been made under these 
circum&tances just this vear Another example of a deprived group 
are those who lost education benefits because of mandatory retire- 
ment between IDS.') and lOSS. Something must be dune to address 
this issue, 

Mr, Chamnan, perhaps the most bignificant missing link in tran- 
sition tod. is the absence of Gi education benefits for manv de- 
parting seiv icemembers The impact of forced reductions on the ci- 
vilian economv after World Wai II, Korea, and Vietnam were all 
mitigated b> the availabihtv of education benefits to the departing 
servicemembers 

Generations servicemen transitioned to civilian emplo>ment 
across college campuses, thus better prepaiing them for employ- 
ment and easing the burden on the econom> to accept a large 
influx of labor These veterans have contributed significantly to the 
leadership, technological advancement and economic stabilitv this 
country enjo>s today, and it is time to quit kidding. Most of the in- 
dividuals we dii>charge in the next few months and veais will not 
have a GI bill 

Educational opportunities vmU not exist for those recanted be- 
tween 1!)77 and lOS.') Suie, thrre is a cheap, and I did not .say 
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VEAP, program on the books, but most are not enrolled, and the 
benefits would not support a student seeking a course in bas- 
ketweaving. 

At current assistance rates, training opportunities under the 
Montgomery GI Bill are not much better. If it was our decision, 
NCOA would give ever>bodv back their $1,*^00, make all members 
of the Armed Forces eligible for the MGIB, and raise the benefits 
to at least $390 per month. We believe the increased tax revenue 
would ultimcicely pay for the change, but immediate financing re- 
mains a problem. HopefuUv, the Committee will look for some way 
to make this proposal affordable. 

[The prepared statement of Mr. Jackson appears on p 1:^:^ ] 

Chairman Cranston. Thank you very, very much I appreciate 
the testimony from each of you. 

Page 5 of the testimony of the \'ietnam Veterans^ of America 
states, in reference to the provision in amendment MTT) to requh-e 
the Labor Department to seek the participation of veterans' service 
organizations in TAP, that "here something new and troubling is 
introduced, that somehow the pri\ate sector ought to assume finan- 
cial responsibilit> for the consequences of irrefutably Government 
actions to down-size the Armed Forces." 

So, Rick, let me ask vou this. Do you believe it's someho>v inap- 
propriate for DOD to be asked to be in\oKed in a transition assist- 
ance program? 

Mr, ScHULTZ. Mr Chairman, if I may, I'll have Mr Gilmer, who 
is on our employment staff, respond to that. 

Mr. Gilmer. I think our best response is to indicate to you that 
even before the bill that became Public Law 1()I-'2:^T was in place, 
we were beginning to put together a package that we felt would 
provide preseparation briefing information, aiid we were prepared 
as an organization to do that on our own 

We think that probably, and it's hard to speak for VVA, we re 
not sure what thev might have intended, except that we don t want 
the Department of Defense or other agencl-s to assume that be- 
cause we have that interest that they don't have an interest in 
that, too. So we don't want them to sidestep that piece, because 
there are private people who think that's impcrtant Our resources 
are there, and we believe in it. 

Chairman Cranston Let me ask the same general question to 
each of you now, and start with you. Chuck 

Would it be inappropriate to ask for \our organization to be in- 
volved? 

Mr. Jackson. No, sir, Mr. Chairman. As a matter of fact, as this 
Conmiittee is aware, we've been conducting job fairs since ii^TL 
when the DOD frst ended its initial transition program For the 
last U; years. NCOA has been deepl\ nnoKed in pro\iding employ- 
ment assistance to departing servicemembers. 

However, I would concur with the DAY in that, as Rick said, be- 
cause we do that, we would certainly not want to see the Depart- 
ment of Defense feel that the\ no longer have a responsibilitv. but 
It's certainly not inappropriate for the ci\ilian sector and VSOs to 
get involved in that program. 

Chairman Cransion What's the Legion's view" 
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Mr Hubbard We don't believe it s inappropriate for \eterans' 
service organizations to be asked. We, too. have a fan amount of 
expertise in transition assistancp, although our greatest expertise 
is in service to veterans with benefits from the Veterans' Adminis- 
tration. It s certainly not inappropriate to be asked 

Chairman Cranston. How about the VFW? 

Mr. Manhan. Mr Chairman, we agree that all the veterans' 
service organizations should be afforded the opportunit> to provide 
whatever expertise they have, and we think that the VFW particu- 
larly could help the Department of Labor put together an overall 
program of instruction or a syllabus for those courses or those 
classroom subjects that should be covered for active dut\ people 
who may be considering to leave the service voluntarily or are 
being forced out. In short, yes, we'd like to participate. 

Chairman Cranston. Finally, the PVA view? 

Mr DeGeorge. Mr, Chairman, the PVA would think that veter- 
ans' organizations should be involved in the ultimate approach to 
this entire program, PVA itself has been invoked in veterans em- 
ployment fairs across the cuuntrv also, and I could see and envision 
our service program as making some involvement and contribution 
to the effc^'t. Thank you. 

Chairman Cranston I thank each of you on that subject Now to 
a related matter, would each of vou tell us about how many times 
the Labor Department has contacted vour offices within the last 0 
months for assistance with or consultation about TAP'^ 

Steve, I'll start with you on that one. 

Mr Robertson Yes! sir Mr. Hubbard would probablv be better 
suited to answer this question, since he is in charge of oui econom- 
ics division. 

Mr Hubbard Mr Chairman, I have consulted with or have been 
consulted by the Department of Labor on an average. I m guessing, 
of once to twice a week ovtr the past (i months since this program 
got underway They are very interested in how to make it work. 

Now, h ave I been asked to participate or have we as an organiza- 
tion been asked to participate b\ providing representation at TAP 
sessions at military bases on the" pilot sites, no, we have not, but we 
have been consulted right along on this issue 

Chairman Cranston Chuck, how much have vou been cun^ulted 
with? 

Mr Jackson We probably have had more liequent contact than 
many of the other veterans' service organizations with Labor ovei 
**To past (5 months As a matter of fact, we have worked in conjunc- 

.1 with them on a couple ufjob fairs that we have set up. We jubt 
completed a job fair a week ago in Europe wher. we had 3,000 sei- 
vicemembers particii iting that the Department of Labor had 
helped us along with 

The gentleman that we have that runs oui job fair program 
probablv talks with someone in Labor at least once cverv 10 davs 
or so, and they have been verv interested in oui Job Seekers Woi k 
shop Training Program, which we have been gi\ mu for \ hours of 
classroom instruction before each of the job fairs we've done 

Chairman Cranston Bob. 

Mr Manhan Mr Chairman, I'm not the expert on that withii' 
the \TW, but to the best of mv knowledge, we've paiticipated m 
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about three different sebsioiib with the Department of Labor When 
TAP conies up, usually its in the context of reviewing DOLs 
budget request or some of their other employment related issues 
Chairman Cranston. Rick. 

Mr. ScuuLTZ. Mr. Chairman, V\\ have Mr. Gilmer respond to 

that , ^ 

Mr GiLMKR Mr. Chairman, Td like to point out we ve been very 
disappointed. We began in April last year informing the Depart- 
ment of Labor that we were trying to put a package together to try 
to address some of these issues, and, of course, ^hat was before 
Public Law 101-237. 

We met with them again in December to try to keep them ad- 
vised and let them know the package was coming together that we 
were trying to work on, and as of January, we found out that sites 
had been selected and that the military liaison was meeting with 
employment service personnel and military officials in the field 

Up until that time, we had no idea what sites were being select- 
ed or what would be going on. We had already expressed an inter- 
est and even a statement that we wove looking at adding additional 
staff to try to support the effort b> the Department of Labor and 
looking at implementing our own program as well. 

We were able to prevail on the Department of Labor to invite 
our staff, and it was a very haphazard invitation, but from time to 
time, and generallv they were* invited after that to participate at 
the local level, but' we were told specifically by the Department of 
Labor that the Department of Labor would not work with us to be 
linked in at the local level because the Department of Labor could 

not do that . i i j r 

The linkage was to occur at the employniont service level, and, of 

course, as I expressed early on in our testimony that we ve been 

somewhat disappointed in that aiea. 

Chairman Cranston. Len, w^ould you please submit for the 

record a description of DAV's experiences to date with TAI and 

DTAP so that I can get the Assistant Secretary's response? 
Mr. GiLMKR. Thank vou. 

Chairman Cranston. That might help to improve communica- 
tions and cooperation and coordination. 

[Subsequently, Mr. Gilmer furnished the information which ap- 
pears on p. 129.] 

Chairman Cranston. Finally, F ' '^ . 

Mr. DeGkougk. We have received iv . ct communications to be 
involved, only memos of information that are generic, saying that 
veterans' organizations are wr^come to participate. 

Chairman Cranston. Do any of your organizations plan to have 
your service office^ participate in the TAP Program? 

Mr. Gilmer Mr Chairman, as you know, in your State, vve al- 
ready participate in the CAP Program in approximately 12 loca- 
tions. We're also in Camp Pendleton, which has been picked as a 
TAP site. We're in Fitzsimmons, which is a DTAP site, were in 
Lowry which we understand uIU be added to the list, we re looking 
at going into Fort Benning. Ja.' )nville, San Antonio and three 
military installations there, and if the employment service in Vir- 
ginia wnW allow us. Norfolk Naval Station 
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One of our concerns has been that while we've been involved in 
^his t\pe of program for some time, the Department of Labor has 
refused to recognize current ongoing activities. If it is not the spe- 
cific TAP 'DTAP which has been defined by the military liaison, 
that activity or those resources are not ref^ognized. 

Mr Stkinberc. I belie\e you're goin^j to provide us more detail 
for the record on that 

Jim. do \ou want to comment on whether the Legion has an\ 
plans? 

Mr HiMJBAHi) I am not aware of anv ,/utiiS right now for our 
!>er\ia' officers to partiilpate in this program, w^hich is not to say 
that if we were invited to participate at some Lvel in some fashion, 
vve couldn't implement plans relatively qiiickl> to do so 

Chairman Cranston. For the VFW.' any comment? 

Mr HuBBAKU Mr Chairman, may I add one thing to that, 
please? 

Chairman Cranston. Yes. 

Mr Hl'Bbard There has been an ongoing effort between my divi- 
sion and John Sommer at Veterans Affairs Rehabilitation Division 
to ^^oster a bod> of knowledge cn the part of their service officers 
which relates to the employment opportunities and the employ- 
ment sei\ices available to veterans We have provided instructors 
.;t our own service officer schools, to the extent that our service of- 
ficers are able to refer a veteran seeking a claim, also with an em- 
pljvment problem, to the local job service office and the DVOP& 
and the LVERs That's been our primary effort in this area. 

Mr Manhan Mr Chairmm, the V^W at this time has absolute- 
Iv no plans to participate in anv T/ or DTAP programs simply 
because we haven't been invited. All of our service officers, as you 
recall, aie located physicallv at the various VA regional offices 
throughout the United States, However, if we were invited, vve cer- 
tainly would hke to [)articipate at the various militarv installa- 
tions Thank you 

Chairman Cranston Frank. 

Mr DkGkorc.k I would have to bung it back to the organization 
lor them to stud> as to whether or not they would participate, basi- 
lallv. due to the si/e of our organization, however, vve do have an 
excellent service program that I personal!} feel could be involved. 

Chairman Cranston Finally. Chuck'^ 

Mr Jackson NCOA has been and continues to plan to coordi- 
nate with DTAP and the TAP Program to assign our job fairs in 
the ireas whf^re DTAP operations are going on, so as to provide the 
maxinuim benefits and services to the mosc number of personnel 
i)i g transitioned 

' ' will provide our job seekers workshop training at those loca- 
ti )n^ where we have job fairs in conjunction with the TAP Pro- 
giam. and as we have alread> told Tom Collins, they can contact us 
Mui we'd be willing to do everything we can to assist them with 
getting that program off the ground. 

(^hairman Cranston Going on finallv to just brieflv a couple of 
other matters, vou all heard the testimonv of the three depart- 
ments thus morning, and if vou have aiiv comments on their testi- 
nionv and what transpired in the questioning, please get them to 
u> m writing by the tlnd 
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Let me ask just one general question. Do you believe that the 
three departments will be able to coordinate their activities siitfi- 
ciently and will provide enough resources to make TAP work'^ Just 
a very brief ves or no, please. , , . , . i 

Mr HuBBAKi). I believe DOD and \'A were dragged kicking and 
screaming into this process, VA more than DOD Clearly, Labor 
has provided leadership. We are hopeful that the financial re- 
sources can be made available 

Chairman Cranston. Any other comments? 

Mr Manhan. Mr. Chairman, I think that those three depart- 
ments can certainly do it. They've done greater things m the past 

Mr Gii.MKK, Mr. Chairman, b-cause this issue is so important 
and because I think all of us agree it ought to be done, i think that 
ultimately we will succeed, but I think it will be in spite oi some ot 
the is&ues. 

Chairman Cranston. Anv other comments? 

Mr. Jackson. I think it will vork. 1 think the three ol them whl 
be able to work together, becai- ,e I ilMnk the sensitivity to the inv 
portance of the issue has b^- . raised on the part of the VA and 
DOD, and thev're beginning understand that their responsibility 
extends far bevond when a guy iiangs up his uniform So with the 
leadership that Labor should be able to provide. ! think it could 
work verv, very well 

Chairman CRANbTor: I'd like to ask each oi yoa and your organi- 
zations to monitor the progress under TAP and let know how 
It's going and any problems that you see arise that we should look 
into. 

In closing. I want to stress that there is no intent to impose any 
burdensome requirements, and I don't think amendment \ 
would do so. However, we will consider in view J the p-ior testi- 
nonv this morning, allowing the (U)-da> advance notice require- 
ment to Congress to he \\ai\ed by the Secretary upon request oi the 
Secretary of Defense when there ib an urgent need in light oi 
major demobilizations. 

I thank all oi our witnesses. >ou and the others, ior your coopera- 
tion and testimony this morning, and we now stand adjourned 
Thank you all very much 

[Whereupon, at 12.12 p.m. the Comnutte(^ was adjourned, to re- 
convene at the call of the Chair.] 
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1 SKCTION I. SFIOKT TITLK. 

2 This Act may he cited jis the "\'ctcran< Conipcn^-idoii 

3 C()stM)M.i\in^^ Atlju^tincnt Act of 1990**, 

4 SF:(\ 2 RKFKKKNCKS TO TITI.K :{S. I'MTKI) STATKs CODK 

.") Kxcept otherwise expressly pro\i(le(l, whenever in 
tlii^ Act an ainendineiit or repeal i^ expie^^ed iii tt'ims of lU) 

1 ainendnient to. or repeal of. a .section or other provision, the 

5 reference sjiall he c(Mi>idered to he made tu a section ur othei 
9 pro\ision of title .*^S. Tinted States Code 

TITLE I— COMPENSATION 

SK( . nil. DISAIJIMT^ (OMPKNSATION \M) I)KPKM)KN( ^ AM) 
INDKMMT'i COMPKNSVTION K\TKINCKK\SK 

(a) In (ii-:M:K\i — (1) The Seerelar\ ol \'eteran< At- 
fair^ ^hall. a^ proxided in para^rraph VJ), increase. cllecti\e 
Decemher 1, U)J)0. the rate^ of and lnmtatM)ns on Depart- 
ment ol \'etcfan> Affair^ disal)ilit\ conipeiisition and de[)end- 
enc\ and mdeiiimt\ compensation. 

The Secretan >hall incica^e each ol the r;ile> and 
linntation< in section^ :n-l. 'MMD, 'Mi'J, -111. -li:;. and II I 
of litle I'mted State> Code, that w(>rc nn ieaM'd h\ the 
amendmi^iit^ ma(h' h\ tith- XI ol the N'eteian*^ Renetit- Ini- 
pr()\em<nt Act ol IDSS ,Muhlic Law I00-(;s7, IO*J Stat 
112*0. The increase >hall l)e made in ^ucli rate^ and limita- 
tion^ a< m ellect on No\emhei 'M), and ^hall he U\ the 
same jUTccnta^n' that h(«nelit amonnt^ pa\ahh' nnder title II 
ol the Soeial S(>ruiit\ Act (42 r,S,{\ 101 v{ s(.(| ) are in- 
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8 

1 tTt'asod effective Dfccmbrr K 1900, as a result i)f a (U'tcrmi- 
L> nation .nulor section 2ir)(i) of such Act (42 I'.S.C 415(1)). 

3 (B) In the tuinipiUation of increased ratc^ and limitations 

4 pursuant to subparagraph (A), amount^ of $OJyO or more 

5 shall he rounded to the next higher d(dlar amount and 
{) amounts of Ics^ I'.ian $().")() shall l)e nuuuh^d to the next 
7 h)\ver dollar amount 

H (b) SPKCIAL Hi r.K.— The Secretaiy may adjust admin- 

I) istrativelv. consistent with the increases made under suhsec- 
H) tioii (a), the rates of disahilit\ cf)miicn^ati()n pa\ai)le to per- 

11 son> within the pur\iew of section 10 of rublic Law Sj-HjT 

12 (72 Stat 12():ii who an* not in receipt of comp(n>ati()n pa\- 
i:^ able piuNuant to chapter 1 1 of title ;^8, I'mled States Code. 

14 (c) Pi'HLK AMiON Hicgt'iKKMKNT.— At tlic Miinc tinu^ 
IT) as the niatt(M'^ spc(*ified in S(*ction 2 ir)(i)(2)(l)) ol the Social 
H> Security Act (42 l\S (\ 4 1 r)(i)(2)(l))) are reipurcd to be pul)- 
17 lislied b\ reason of a d( tcrininatitnt iiia(h' under section 215(1) 

15 of such Act during fiscal \car U)IM). tin* Sc/ietar\ ^liall puli- 

II) hsh in the Federal Hegist(M' the rates and hmilati(nis lefcrrcd 

20 to in sul><ccti(»n (a)(2)(A) as increased under thi^ section. 

2 1 SK(\ 102, KXTKNSION OF VHESi MPTION OK SKK\ U K ( ()NNK( - 
22 TION KOK CKKT.MN ilADI XTION-KXroSKD 
2:i KKSKin ISTS, 

21 (a) In (iFNKkal — Section )M2(c) !< amended- 



56 



4 

1 (1) in paragrapli (8), hv in^('rliii(>: "wliilc v^cnintr 

2 on active duty" after "activity"; 
•■^ (2) in paragraph (4) — 

4 (A) l)v rc(lesi(i:iiattnt!: <;ul)para(rrapli^ (A) and 
T) (H) as sul)j)aragraplis (B) and (('); 

(B) l)v inserting heiore Mil)paragrapli (H) (a^ 

7 rede^ignatcci hv suhparagraph (A)) the following 

5 new subparagraph: 

9 "(A) the terni 'actixe duly' inenides actue 

10 duty for training and inaeti\(* duty lor training": 

1 1 and 

1- ((') in subparagraph (H) (a> redesignated b\ 

1'^ subparagraph (A)), by striknig out "a veteran" 

14 and inserting in lien thereof "an individual". 

IT) (b) Mkfkctivk Datk.— The amendments made by Mib- 

1() section (a) shall take effect as of May 1. 11)88 

17 SKC. Al TIIOUIT^ TO MAKK RKADJI STMKNTS IN TIIK DIS- 

IB ABILITY KATiNd SCHKDl'KK PKOSPKCTIN K 

19 ONLY. 

IH) Srelion :ii>!) is amended— 

-1 (1) l)y striking out "Administrator" each place it 

22 aj)pears and inserting in lieu tbereol '*Sccretar\ ". 

2''^ (2) by designating the first three sentences as sub- 

24 section (a); 



• ^ Is 




57 



1 C^) In (l(^<ltr^a^l^^r the la^t sentence jin ^ul)^('('ll()ll 

2 (h): and 

:i M) In addiMt]: at the vm\ the lollow iiii^ new Mii)- 

I >('cti()n 

T) **U') 111 niakin^^ a rradju^tnuMit under ^ui^^(M tuui ih) o\ 



() tlu^ section, tlir Scrrrtan nia\ jirox idr that the readni^tiucut 

T ^hall not ha\(' iho cllcn rediicinir aii\ ratiii*:^ in ('Hert on 

S the d'Mv that the rt adju^tincnt U\kv^ effect. " 

i. TITLE II— HEALTH CARE 

\0 SK(. 20L KXTKNSION OK PILOT iM{<)(;R\M OK MOHILK 



I 1 IIKALTU ( XHK ( LINK'S. 

IL* Sretinii W'Mh] ol the \v'teian^' Benetit< and Ser\ice^ 

i:] .\et ol n»SS (Puldie Lj.w 1(IM-:;2-J, ]0l> :Mai :><)()) 

14 ainen(hMl — 

IT) 11) i)\ <trikini>: out "and 11)^0" and iu ">•^nir in 

M) heu thereot a eomnia and "MUM), and liilM". and 

17 (lM i)y ad(iini>: at the end tiie loHouni*; new ^en- 

15 teiiee. "Fund^ appropriated to earr\ out the pihu pro- 
\\) iiuuu authorized h\ thi< ^eetioii ^hall reinaiu a\aihil)h' 
20 until expended.". 

'21 SK( 1MI2 KLhJIHILIT^ KOIMMJOSTM KTK l)KM< i:S WDO'IMKK 

22 MK1)U'\L ITKMS 

'2^ Seeiioii ()01(()H.\)(i) amended in Mrikinii: out "leNeepi 

2-1 under the conditions de^i rihed ui ^ei ti(»n ()12U)(l)(A)(i) ol tlii^ 

2:> title)". 
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1 SKC. 20;j. INCKKASK IN MAMMI M LIMIT \TI()NS ON IIOMK 

2 HKAI/m SKin l( KS 

3 Soctioii ()17({i)(2) a:iM*n(l(Ml — 

4 (1) in s(il)i)ar;in:rai)li <A). in ^trikinfr tmt "iJ^.jOO" 
T) and iiMM'tiiig in lieu tlicivot "$r),0()()", and 

(iM in <ul)|)ara<:raj)li (H), i)\ ^^tnkinsr out 

7 and inserting in lieu tluTeol 

8 TITLE III—INSURANCE 

i) SL(\ ,U>L SI IM'LKA1KNT\L SKin U K I)IS\HLKI) NKTKKANS" |N. 

10 SIKANCK F()KT()T\LL^ I)IS\HLLI) \KTKU\NS. 

11 (a) 1\ (1kni:hal — Sui)t'liai)ter 1 ol cliaptcr U) i< 
IJ anuMidcd i)\ insTtui^r altiM' xH'tion 122 tlic follow in*; nvw 

Motion 

n 722A, Supplemental sen ice disabled \eterans' inMir- 

IT) ante for totally disabled veterans 

H) "'(a) An\ person injured iindtM' <(M'tion 122 ol tlii^ title 

17 who ijualine> lor a wai\er ol pr(Mniuni> under section ' \2 ol 

IS this title iN elit^ihN'. a^ |)i'o\ided in tln< section, tor ^upple- 

11> mental UKuranee in an amount not to eveeed $10, 000 

20 "(h) To ijualily lor sii|)|)lemeutal iiisuranee mider thi^ 

2\ >eetion a ptT^on uiu>t file witli the Seeretar\ an a|)|)lieatit)n 

22 lor ^ueh insurance not later than the end ol (1) the one-\ear 
perim! heginuing on the first (la\ ol the litst ntonth lollowin^r 

2\ the monlli in which thi^ section i^ enacted, or i2) the periiMi 
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1 during which the person must apph under section T22(a) oi 

*2 this titk' in order to he granted insurance uiuhT that section. 
8 **(c) Supph'niental insurance granted under thi^ section 

4 shall he granted upon the same terms and conditions as in<ur- 

:> ance granted under section 122 of this title, except that such 

() insurance may not he granted to a person under this section 

7 unless the application is made for siu h insurance hetori^ the 

8 person attains ():") years ol age. 

\) **(d) No \\ai\er of premiums shall lie made in the case of 

10 anv person foi su[)pleniental insurance granted under this 

^ 1 section.". 

ll> (h) ('i.KHK Ai. Amknd.mknt.— The tabU' of sections at 

13 the heginning ol (diapler U) is amended h} inserting after the 

14 item relating to section 122 the following new item: 

7l"J\ Nipi'li niMit.ii MTMf (1mI>i«'(I \«:«>rirt> I'l-unmr tor tin ilh <ii>iM(ii 

IT) SKC. m INCUKASK IN AMOl NT OF \KTKK\NS- MOimiAOK 

11) L!FK INSrUANCK 

IT Section S()()|i)^ i^ amended in the tirst seiiKMice— 

15 (II hy striking out "initial**, and 

\S) {2) h\ striking out *-$40.000*' and inserting in heu 

•JO thereot ••$90,000" 
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1 TITLE IV— MISCELLANEOUS 

2 SEC. 101. P()STF»()NKMKNT OF TIME LIMIT.XTION ON COUNTING 



3 OF VIKTN.\M-KUA VKTKHANS IN DISAHLK") 

t VKTKRANS OI TREACII PIUXJRAM SPK( i ISTS 

f) FI NDING FORMCLA. 

() S(>(lion 2001(2) is amen(i(Mi bv inserting before the 



7 |)(»rio<i at the end exeept that a \eteran ina\ be eonsidered 

8 to be a \eteran of the Vietnam era for ;he purposes ol thi^ 
i) chapter until Deeeniber:^, H)93" 

10 SKC. 102. COMMl NIT^-HASKD IIOlSINCi FOR C ERTAIN VETEK- 



11 \NS WHO ARE HOMELESS OR RECOVERLNG 

12 FRC" SI RSTANCE ARl SE OR MENTAL ILLNESS 
\:] DISABILITIES. 

M (a) Extension and Kxpansion ok ArrnoiMT\ to 



IT) Ski I. AcQi ihed I^hopehties yon ()(cii\vn(\ in IIomk- 

l(i LESS VM) Ceimain Otiikk V ete il\ n s.— Sect lou i) ol the 

17 VeteiMUv' Home lioan Protrrani linpr()\emeiil^ and l^roj)ert\ 

IS Uelml)ilitanon Aet ot lU'^l {Vnhln- LaA 100- HIS; :;S T.S (' 

11> 1S20 note) i^ amended — 



20 (1) m sul)^eetion (a) — 

21 (A) in parajrraph (1). b\ niMTtrng "and to 

22 j)ro\i<h* traiiMtional liouvintr tor \eteianN reeo\ei- 
2:) injr Irom ^ui)^tanee al>u^e or mental ilhie>^ di^al)il- 
2-1 itie^'* alter ">ludter'*: 
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1 {\\) in i)aragraphs CJ) aiul C .(BMiii), In ^trik- 

2 ing out *'lH'st intort^sts oi homeless veterans" each 
:} place it ai)i)('ars and niserting in lion thereof "best 

4 intere^t^ ol veterans who are to oeeiipN the prop- 
f) ert\"; and 

(J ((') in i)arairrai)h (:^)(B)(i). l)y in^ertin*? ''or as 

7 transitional housing tor \eteran^ who, at the tune 

5 of entering tlH> In jsing, are being tiirnished ^erv- 
i) ic(>s l)v the Seeretai-N. directK or b\ eoiitraet, lor 

10 ah ohol or drug dependenee or abu^e disabilities or 

11 n\v\\U\\ illness disabilities or who. at an\ time 
1-j within iK) da\s preeediiig the date ol entering the 
i:{ honking, h:ne been tnrnished >ueh serviees by the 
14 Secretary for sueh purpose'' alter "lainihes ; 

ir, V2) m Mibseelion (e) In Mriking out ''October 1. 

H; WmV^ and inserting in lieu thereol ''Deeeinber ol, 

IT Um'\ and 

is Ci) in subsection (d)-~ 

li) (A) by inserting "and Maieb I ol each ol the 

.JO n(^\t three Near^" alter ' March I, nHM)." and 

'2\ {\\) b\ sinking out tbrouirh i)e<-einber :U 

22 and ins(»rtin:r ht'H thcrt^oi "through De 

>>:i c(Mnber :U ol tlu^ j^rceedmg \ear'" alter "section 

•24 (1)) Tu wsinoNAi (luou* Hkmdi ncks Kok Vi-tkh 
'J.-) A\s KK(<)\i:inN<; Fkom Siiisrwd: Am si: Disvnii. 

O 35-100 0-90-3 f.r 
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II 

1 not to excoed a total of $^)00,()()(). us Socrciary ol' Vctor- 

2 ans Affairs may spocifv. 

3 "(j) The ScoiTtary <hall make loans fioni the ^'ransitioo- 

4 al Housing Fund for ilio purpose described in subjection 
f) (h)(1) of this >eetion. In making loans under this subsection, 
() the Secretary shall ensure that— 



7 "(l) each loan is repaid withni two years after the 

8 date on which the loan is made, 

() "(2) each loan is repaid through monthly in^lall- 

10 ments and that a reasonable penalty i^ assessed lor 

11 each failure to pay an mstalbuent b\ the date ^peeitied 

12 in the loan agreement involved; and 

i:] "(3) (-ich loan i^' made only to a nonprofit pn\aie 

14 entity which agrees that, in the operation of each resi- 

If) dence established with the asMMance ot the loan— 

K; "(A) the u<e nf alcohol or any illegal drug m 

17 the residence will be prohd)ited: 

18 "{H) any resident who \iolate< the j)rolnl)i- 
H) tion in subclause (A) of this clause will be e\- 

20 pelled from the residence, 

21 "((') the costs of maintaining the residence, 
02 including fee-^ for rent and utilities, will be paid by 

23 the residents: 

24 '•(!)) the .esidents will, thnnigh a majority 

25 vote of the residents otherwise establish policies 
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V2 

1 <c()\crnin<( the condition^ of rt'^idcnce, iiicludiiiij 

2 \hv maiiiuM' in which ai)ph('ati()n^ tf>r rc^uhMU'c arc 
*} apj)iovr(h and 

•1 "(1']) {\\v TV^'idnu'V will hv opviMvd >()1('1\ 

a n*si(l(Mu(* lor not h's< than ^i\ Nclcrans, 

() "(k) Xo loan nia\ hv made inidrM' liii^ section tor more 

7 than ?4.()(H) and not nioic than .?4.(H)() in total loans nia;. be 

S nnidc for the i'stahh^hincnt of an\ j>articuhir transitional 

9 residence. 

1() **(1) All loan M'paunents and penalties <'olle( 'ed nnder 

1 1 this section shall he deposited to the ( redit of the Transitional 

1 2 ilonsin«r Knnd, 

\:\ "(ni) Not later than iM) da\s niter the (hite ol the enact- 

1-1 nicnt of thi< snhscetion, l' r Seeretar\ shall issue iruuhdines 

IT) lor the ojx'ialiun ot residences descriljcd ni suhscction (h)(1) 

1 (> of this section 

IT "(n) The Secretar\ may entt r into contractual a^^ree- 

IS nienls with pri\ate nonjn'ofit c(>rjK)rations for the purposes ot 

11) collectinir on htdialf ot the Seeretai} paunents on the loans 

20 de^enhed in .snhseetion (h)(1) ot thi< section.", 

2\ {2) The aiuendnienl made h\ j)arairraph (1) shall take 

22 elTect on October 1. IDDO 
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I >K( 103 PKHMANKNT FATKNSION OK FINANCIAL IsKOUMX- 
'J TION AND COl NSKMNi; XSSISTANCK K»K ( KU- 
:i T\IN VI:TKUANS with (aWKANTKKI) LOANS 

4 Suljparajrrapli l(') of sct'lioii lS:VJ(a)(4) n rejH'al^'d. 
:> SK(. lOJ.TKCnNK'ALCOUKKCriONS. 

<) (a) Aiul'DiCATlONS.— (II Thv li('a(liM«: of M'ctioii WOA 

7 i< anu'iuicd to read a< follow^. 

5 '1? :U)OI. Notice of decisions". 

5) {2) Tlir tlic tal)lt' of scrtion- at \\\v luMriniiintr ol vhi\\)\vr 

lu T)! is ani'MuitHi In >trikiu«r out hvn\ nOatin*: to section 

I I .S(>(M and iii-crtin^' in iicu tlicrcol tlic lollo\Mni:, 

,t»<»t VnTu ♦ nl lit ( l-.|i>tl» 

ll> (1)) Kl)t('\TU)N PK()(;KAMS.--(n ScctioM 1418(1)1(1) Js 

\'A ajnciidcd — 

1 \ (A) in stnkin^^ out tlu' conuiia alter "<or\icc'' and 

i.p uiscrtiiif: 111 lici: tiicrcol "(i)", and 

M» (H) 1>\ iiiMTtinjr ''^ *>r l^J^^ successfully couiplct- 

17 cd the MiMi-alcnt ot 12 smicstcr hours m a projrram ol 

Sh education leadint; to a >tandard eolle^^c dcirnM'"* helorc 

U> the sciuiioloii 

l>n rj) Section n:i:^(i)) i- amended In >trikiu^^ out "section 

:>l \nv2 oi the Department <>! Defense Authorization Act, D^Sl 

22 (in r SC 'J141 note)." and in-ertin^^ in lieu iliereof "cliap- 

2'^ ter in!) ol title 10". 

L>4 Ci) SiuUDii ll)Sri(a)(r)l I- amended In ins(Ttin»r "or Na- 
tional (iuard" alter "DepartuuMit ol Delensc" 
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1 iv) IIoMH Loan Phocuj vm.— IU Section 

2 lS():^(a)(U(A)(i) i< anuMideil — 

:5 (A) in sulx-laust* (III)— 

\ (i) h\ in^criinii: "t'\<'('|)t n> provided in <ni)- 

0 i'lai^i' (IV) ol ilns rl;^l^(^" attcr "(III)", and 

(> (ii) l)y strikinir out '1)iu no( nioir than 

7 ?!44.()()().": and 

S (H) in <iil)('lan^<' (I\'). h\ stnkini; out ".)r (())" and 

\^ intertill*: in lieu thereof "((>). or (S)"; 

10 (iM Section lM\"'>(e) i< anieinled— 

11 (A) in ^.u)|)arairra|)li (lM. i)y ^tnkni»r out "There" 
1- an(i in^iiUntr in lieu {lu'r<'()f "Kxeept |ir(>\ided in 
lo para^rraph i'A) ol tlii^ <ui)^eetion. tluM'e". and 

n (H) h\ athhn*,^ at tlie end tlie loHowinir new para- 

ir> gra|)h: 

I'i "(')) In tlie ea^e ol a loan de>eril)ed in elau^<' ((') ot 

IT section lSJl)(a)(LM ot (hi^ title, there aNo ^liall he credited t(^ 

IS the ( Miaiaiily and Indeninit\ I'und — 

n> "(A) loi each loan closed durin»r lineal wiiv l!)!H), 
an amount eijual to 0 i>5 percent of tie ori«rinal 

-I amount ot »lie loan lor each ot the lineal year^ \W\ 

22 and U)I)L>: 

"(Hi lor each loan (do^ed alter liv'-al \car 

2\ an amount e(iual to ^I2'y percent of the oritrnial 
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1(3 

1 "CHAPTER 71-BOARD OF VETERANS 

2 APPEALS". 

3 (3) TIu- table of sections at the he^'iiuiinjr of chapter 71 

4 i< amended In ^trikin^^ out the item relating to section 4001 
0 and inserting in lieu thereof the folhming: 

() (4) The heading of section 4001 is amended to read a^ 

7 follow^: 

8 1001. Composiiion of Hoard of Veterans Appeals", 
J) (.1) The text of chapters 71 anv' 72 is anu^nded— 

10 (A) l)v striking out "Hoard ot Veteran^' AppeaK" 

11 each place it appears and inserting in lieu thereof 

12 "Board ol Veteran^ AppeaN"; 

\l) (B) h\ striking out "Veteran^* Administration" 

14 each place it aj)pear< and niMTting m lieu thcrcot **l)e- 

1') partment**; and 

1(3 ((') hy striking out "A(lninu«otrat()r" each place it 

17 appears and inserting in heu thcrcot "Secretary**. 
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funded DVOPs »nd LVERs-nol Uf 
cxilta upon to bcAr % dUProportlonaie 
*h*rc of ihc casu of ihc TAi» or lU o 
paiuJoxi. The resources of VETs of 
ihf DVOP and LVEK programs have 
not betD calcuiaied on Ihe basis o! 
Uielr routlneiy Uklnc on sole rcsponsl 
bUliy for this effort *nd ibftr doinj so 
oouid retuJi Ui a snhsUoil&i rcduf lion 
In Uw resources *'.*il»ble to carry out 
their primary r«PomiblUli«— m«i- 
Uig the emPlojment auitiancr needs 
of veUrtAf. 

Moreover I b«Hev« that the D«par^ 
ment of Defence [£X)D) a clear re 
spoHMbUlty to usist lU ovn pcriionnei 
»ho are nearln* release -^sprcially 
pr*maturr releis^—from tcUve duty 
Similarly. VA has an obilxaiion uiidfr 
fciion 341(3) of t^ iSi. to MP Id 
Provl^lnK luch penonnei mKh Inlor 
maiton about Lhe «dL>oatlon, iraJoioc 
health car?, rtadjustment. and •Xtier 
opportunities arid benefits, and. for 
those who are disablwJ. the vocailonaj 
rr^iabmuUon bendna that %'ni be 
available to them as \elerans 

To address this concern, our meas- 
ure vouJd add to the basic Pilot pro- 
gram provisions a requirement Xor the 
Secretary of Labor to reQuest and co- 
ordinate contrlbutlonj of neerte<J re 
sources trom DOD and VA in support 
of the procram. These provudoos 
would, of course, ^piy to aixy cxpan 
sloD oi the procram. 

Id addition, the le^Iatlon a-ould 
condition eipansloo oI the program on 
a determination toy the S*!crft»ry of 
Labor that DOD inui VA hav>e protld 
ed sufficient support for Uir pilot pro- 
KTam ai currently authorlaed and mill 
provide such support ior the expanded 
prorram Our measure »ould also re- 
croire the Secretary, to the maximum 
extent feasible, to seel the assistance 
of veteraxu service crfantatlons In 
canrtng oat the profram- 

Mr President, lettaiallon «t)uld 
strike a balance beraeen presenint 
lhe proftammattc development and 
evaluation features of m pikH program 
and meeting an icerrasing demand 
with tlnite resources by authorlimg 
the Secretary of Labor to eapand the 
section 408 pilot prtigram to more 
than to gecgraphlfmliy dispersed 
Sutes but only if the Seeretary after 
consuJuUon mith the Secretary of De 
fense and the Secretary of Veterans 
AXfalra makes the determinatloiu 
that 1 hav-e descrtbed that are de- 
cUrned to protect the basic mtsxion and 
purpoae of the VITTS cxutin« pn^ 
gram reaponalblUUea. 



Under our propoaaX, if these deternu 
natloiu are made, the Secretar) of 
Labor tnu&t at Jcslsi 60 d&n before 
carr>ing out an expansion submit to 
both ooDcre«ionaJ Committees on 
Veteran*' Aflairs « report specifXng 
the location of the sites and the rea 
^ons for the expansion and the undrr 
hlng determinations 

rotcicstfn 

Mr President 1 believe that our let 
islatlon »o'jld meet a Federal r(<iPon 
slblllt) to offer transition i^<;lstance to 
those »ho are beinfi separated from 
military service ulthout abandoning 
the obligation to assist iho5e ao have 
already been discharged and. In most 
Instances, served their full tours of 
duty It Is also desired to provide an 
orderly and efficient means of meeting 
that responslblllt) tocfher a (air 
approach for distributing the resource 
burden among the three Federal de 
PartmenU Involved I urge my col 
leagues to Join us In ProvidLng for an 
orderly, careful expansion of this Pro- 
gram as part of our national traiultton 
to a more Peaceful Iniemailonal cU 
mate. 

In order lo move foruard raPldly 
alth this legislation. I have PUced It 
on the agenda for our the commttee s 
May II hearing on vRrlotis vfierxns 
emplovroent. education and home- 
loan Usues and bills 
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ST CONGRESS Q O /I Q O 
2d Session ^TTOO 



To amend title lO and title 38, Tnited Stales Code, lo make certain unpro\e- 
ments jn the educational assistance program^ for \eierans and elipible per- 
sons, and for o»her purposes 



IN THE SENATE OF THE UNITED STATES 

Apkil 20 (legislatne day, .\pkil 18), li)iH) 
Mr (Cranston <b\ request) introduced the following bill, which was read tw 
and referred to the Commitiec on Veteran^' Vffair^J 



A BILL 

To amend title 10 and title 38, United States Code, to make 
certain improvements in the educational assistance pro- 
grams for veterans and eligible persons, and for other pur- 
poses. 

1 Be it enacted by the Senate and House of Representa^ 

2 tildes of the United States of America in Congress assembled, 

3 SECTION 1 SHORT TITI.K; RKFEUKNCKS TO TITI.K 38. IMTKI) 

4 ST.XTKS CODK; TABLE OK CONTENTS. 

5 (a) Short Title.— This Act may be cited as the ''Vet- 

6 erans' Educational Assistance Improvements Act of UHM)", 

7 (b) References to Title 38.— Except as otherwise 

8 specifically provided, whenever in the Act an amendment or 
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lOlST CONGRESS O 0>I00 
2dSkss,on 5. ^4oO 

To amend titlo 10 and titU' 38, Tnited States C'odr, to makr certain improNe- 
nients in the cdiicational assistance proj^ranis for xctcran.s and cli^ble per- 
sons, and for other purposes 



IN THE SP]NATE OF THE UNITED STATES 

April 20 (legislatue da\, Apkii. 18). UW) 
Mr Chavstun (b\ request) introduced the fidlowin^' bill, NNhich NNa> read iwnc 
and referred to the Committee on Veteran^' Affairs 



A BILL 

To amend title 10 and title 38, United States Code, to make 
certain improvements in the educational assistance pro- 
grams for veterans and eligible persons, and for other pur- 
poses. 

1 Be it enacted by the Serwte and House of Heprcsenta- 

2 tives of the United States o/ Jnirnra in Congress assemhled, 

3 SECTION 1. SHORT TITLK; RKKKUKNCKS TO TITLK 38. I NITKI) 

4 STATKS CODK: TAHI.K OK C'ONTKNTS. 

5 (a) Shokt Titlk.— This Act may be cited as the "Vet- 
G erans' Educational Assistance Improvements Act of 1990". 

7 (b) Refeuencks to Title 38. — Except as otherwise 

8 specifically pro\idcd, whenever in the .Vet an amendment or 
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1 equivalent as determined pursuant to regulations prescribed 

2 by the Secretary concerned)''. 

3 (b) Section 1412(a)(2) is amended by striking out *'(or an 

4 equivalency certificate)" and inserting in lieu thereof "(or the 

5 equivalent as determined pursuant to regulations prescribed 

6 by the Secretary concerned)". 

7 (c) Section 1418(b)(4) is amended by striking out "(or an 

8 equi\alency certificate)" and inserting in lieu thereof **(or the 

9 equivalent as determined pursuant to regulations prescribed 

10 by the Secretary concerned)". 

11 (d) Section 2132(a)(2) of title 10, United States Code, is 

12 amended by striking out "(or an equivalency certificate)" and 

13 inserting in lieu thereof "(or the equivalent as determined 

14 pursuant to regulations prescribed by the Secretary con- 

15 cerned)*'. 

16 SKC. 102. VOCATIONAK KEHABIMTATION FOR DISABLKI) 

17 SKRVICEPERSONS FENDING DISCHARdE. 

18 Section 1502(1)(B) is amended by striking out "for a 

19 service-connected disability" and all that follows through 

20 "determines'' and inserting in lieu thereof "or receiving out- 

21 patient medical care, servicer, or treatment for a service-con- 

22 nected disability pending discharge from the acti\e military. 

23 naval, or air service, and the Secretary determines that— 

24 "(i) the hospital (cr other medical facility) 

25 providing the hospitalization, care, services, or 

ERJC 'y-i 
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1 treatment either is doing so under contract or 

2 agreement with the Secretary concerned or i? 

3 under the jurisdiction of the Secretary concerned; 

4 and 

5 "(ii) the person is suffering from a disability 

6 which". 

7 SEC. 103. EXTENSION OF THE PERIOD PRECEDlNCi AITOMAT- 

8 IC DISENROLLMENT UNDER CHAPTER 32. 

9 Section 1632(b)(1) is amended bv inserting before the 

10 comma "and at the end of one year thereafter has not filed a 

11 claim for utilizing such entitlement". 

12 SEC. 104. PROVISION FOR CERTAIN INDIVIDI ALS TO ELIMI- 

13 NATE AN OVERPAY.MFNT BY PE»iF()RMIN(; 

14 WORK STUDY SERVICES. 

15 (a) In General. — (1) Section 1G85 is amended by 

16 adding at the end the following new subsection: 

17 "(e)(1) Subject to paragraph (2) of this subsection, the 



18 Secertary may, notwithstanding any other provision of this 

19 title or any other law, enter into or modify an agreement 

20 made under this section with an individual wherein the indi- 

21 vidual agrees to perform services of the kind described in 

22 clauses (1) through (5) of subsection (a)(1) of this section and 

23 agrees that the Secretary shall dedurt the work-study allow- 

24 ance otherwise payable for such services, as pro\'ded in sub- 

25 section (a) of this section, from the amount which the individ- 
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1 ual has been determined to be indebted to the United States 

2 by virtue of such individual's participation in a benefits pro- 

3 gram under this chapter, chapter 30, 31 , 32, 35, or 36 (other 

4 than an education loan under subchapter III) of this title, or 

5 chapter 106 of title 10, United States Code. 

6 "(2)(A) Subject to subparagraph (B) of this paragraph. 

7 the provisions of this section (other than those provisions 

8 which are determined by the Secretary to be inapplicable to 

9 an agreement under this subsection) shall apply to any agree- 

10 ment authorized under paragraph (1) of this subsection. 

11 *'(B) For the purposes of this subsection, the Secretary 

1 2 may — 

13 ''(i) waive, in whole or in part, the limitations In 

14 subsection (a) of this section concerning the number of 

15 hours and periods during which services can be per- 

16 formed by the individual and the provisions in subseo- 

17 tion (b) of this section requiring the individual's pursuit 

18 of a program of rehabilitation, education, or training; 

19 -(ii) waive or defer charging Interest and adminis- 

20 trative costs pursuant to section 3115 of this title on 

21 the indebtedness to be satisfied by performance of an 

22 agreement und'^- this .^ub^ecllon, which charges other- 

23 wise would accrue dunng the pendency of the agree- 

24 ment. In aecordance with such terms and conditions as 
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1 may be specified bv the Secretary in the agreement; 

2 and 

3 ''(iii) notwithstanding the indebtedness offset pro- 

4 visions of section 3114 of this title, waive, adjust, or 

5 defer until the termination of an agreement entered 

6 into by an individual under this subsection the deduc- 

7 tion of all or any portion of the amount of indebtedness 

8 covered by the agreement from future payments to the 

9 individual as described in section 3114 of this title. 

10 'H3)(A) Subject to the provisions of subparagraphs (B) 

11 and (C) of this paragraph, an agreement authorized under 

12 this subsection shall terminate in accordance with the provi- 

13 si JUS of this section and the terms and conditions expressed 

14 in the agreement which are consistent with this subsection. 

15 '*(B) In no event shall an agreement under this suhsec- 

16 tioi. '^ontinue in force after the total amount of the individ- 

17 ual's indebtedness described in paragraph (1) of this suhsec- 

18 tion has been recouped, waived, or otherwise liquidated. 

19 "iO Notwuhstanding the provisions of subparagraphs 

20 (A) and (B) of this paragraph, if the Secretary finds that such 

21 individual was without fault and was allowed to perform 

22 services described in the agreement after its termination, the 

23 Secretary shall, as reasonable compensation tlurefor, pay the 

24 individual at the applicable hourly mininnim wage rate for 
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1 such services as the Secretary determines were satisfactorily 

2 performed. 

3 "(4) The Secretary shall promulgate regulations to 

4 carry out this subsection.". 

5 (b) Conforming and Tboiinical Amendments.— (1^ 

6 Section 1685(a) is amended in paragraph (2) by inserting 

7 "and subsection (e) of this section" after "subsection". 

8 (2) Section 1685(b) is amended by inserting before "uti- 

9 Hze" in the first sentence ", subject to the provisions oi sub- 

10 section (e) of this section/'. 

11 (3) Section 3114(a) is amended by inserting before the 

12 comma "and section 1685(e) of this title". 

13 (4) Section 3115(a) is amended by striking out "section 

14 3102" and inserting in lieu thereof "sections l()85(e) and 

15 3102". 

IG TITLE II-ADMINISTRATIVE AND 

17 MISCELLANEOUS PROVISIONS 

18 SEr. 201. C I.ARIKICATION THAT AN HONOKABLE DISCHAIUIE 

19 IS A IIEQI IHEMENT FOR CHAI^TEU 30 PARTICl- 

20 I^ANTS. 

21 Section 1431 1(a)(3) is amended— 

22 (1) by redesignating subclause (C) as subclause 

23 (D); and 

24 (2) by striking out subclauses (A) and (B) and m- 

25 serting in lieu thereof the following: 
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1 *'(A) continues on active duty; 

2 **(B) is discharged from service with an hon- 

3 orable discharge; 

4 *'(C) is released after '■crvice on active duty 

5 characterized by the Secretary concerned as hon- 

6 orable semce and is placed on the retired list, is 

7 transferred to the Fleet Rescn'e or Fleet Marine 

8 Corps Reserve, or is placed on the temporary dis- 

9 ability retired list; or". 

10 SKC. 202. KLIMINATION OF REHABILITATION SVBSISTKNCE 

11 ALLOWANCE ADVANCK PAYMENT 

12 (a) In General.— Section 1508 is amended by striking 
18 out subsection (i) in its entirety. 

14 (1)) Conforming Amendments.— Section 1780 is 

15 amended by — 

16 (1) striking out in the subheading for subsection 

17 (d) '*or subsistence"; 

18 (2) striking out in subsection {d)(I) **or subsist- 

19 enee"; 

20 (3) striking out in subsection {d){2) "or subsistence 

21 allowance, as appropriate,"; and 

22 (4) striking out in subsection (e) "or subsistence" 
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1 SKC. 203. DKLETION OF PROVISION FOR ADVANCK PAVMKNT 

2 OF THE WOKK STl'DY ALLOWANCE 

3 Section HJSolaHD is amended bv striking out the last 

4 sentenee thereof 

f) SKC 201. CLARIFICATION OF EI)r< ATION PROGRAMS FOR 

(> WHICH KXPENSKS INCCRRKI) BY STATE AP- 

7 PROVING AGENCIES WILL HE RELMBVRSEI). 

8 Seetion 1774(a)(1) is aincMided bv striking out ''chapters 

9 !()() and 107" and inserting in lieu thereof ''chapter 10()". 



ERJC 



80 



1018T CONGRESS O O >l O >l 
2d Session JJ^ ^4o4 

To amend title 38, United States Code, to improve the housing loan program for 
veterans b\ reducmg administrative regulation, enhancing the financial sol- 
vency of suc!i program, and for other purposes 



IN TEE SENATE OF THE UNITED STATES 

April 20 (legislative day, April 18). 
Mr Cranston (b\ request) introduced the follow mg bill, whuh v\as read t\Mce 
and referred to the Committee on Veterans' Affairs 



A BILL 

To amend title 38, United States Code, to improve the housmg 
loan program for veterans by reducing administrative regu- 
lation, enhancing the financial solvency of such program, 
and for other purposes, 

1 Be it enacted by the Senate and House of Hepresenta- 

2 tives of the United States of Arnerica in Congress assembled, 

3 That (a) this Act may be cited as the "Veterans' Housing 

4 Amendments Act of 1990". 

5 0 ) Except as otherwise expressly provided, whenever in 

6 this Act ail amendment or repeal i^ expressed in terms of an 

7 amendment to . r repeal of a section or other provision, the 
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1 reference shall be considered to be made to a section or other 

2 provision of title 38, United States Code. 

3 REVISION OF LOAN FKE 

4 Sec. 2. (a) Section 1829(a) (as amended by Public Law 

5 101-237, section 303), is amended by — 

•0 (1) striking out paragraph (2) in its entirety, and 

V inserting in lieu thereof: 

8 "(2) The amount of such fee shall be — 

9 ''(A) 1.7o per centum of the total loan 

10 amount; or 

11 "(B^ in the case of a loan made und?r section 

12 1811 or 1833(a) of this title, or for the purpose 

13 specified in section 1812(a)(l)fl^) of this tide, 1 
!^ per centum of the total loan amount.''. 

15 (2) striking out paragraphs (3) and (4) in their en- 

16 tirety; and 

17 (3) redesignating paragraph (5) as paragraph (3). 

18 (b) Section 1829(c) (as amended by Public Law lOl- 

19 237, section 303), is amended by — 

20 (1) inserting "for a service-connected disabiHty, or 

21 combination of disabilities, rated as 30 per centum or 

22 more," in paragraph (1) immediately after ''compensa- 

23 tion)"; and 

24 (2) striking out in paragraph (2) "and subsection 

25 ^a)(3) of this section". 
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1 (c) Section 1825(c)(2)(D) (as added by Public Law lOl- 

2 237, section 302) is amended by — 

3 {)) striking out 'subsections (a)(3) and" and in- 

4 serting in lieu thereof: ''subsection"; and 

5 (2) striking out "subsections (a)(4) and" and in- 

6 serting in lieu thereof: ^'subsection". 

7 (d) Notwithstanding any other pro\ision of law, with re- 



8 spoct to any loan closed on or after January 1, 1990, but 

9 before October 1, 1990, l>"jre shall be credited to the Guar- 

10 anty and Indemnity Fund established by section 1825 of title 

1 1 38, United States Code, the amounts specified in subsection 

12 (c)(2)(A) of such section and section 1829(c)(3) of such title. 

13 Those credits shall represent the only Government credits to 

14 that fund with respect to such loans, without regard to the 

15 amount of any do^\^l payment made by the veteran. 

16 SUNSET FOR MANUFACTURED HOME LOAN PROGRAM AND 



17 REVISION OF CLAIM PAYMENT PROCEDURES 

18 Sec. 3. (a) Section ]SV2 is amended by- 
IB (1) striking out subsection V) in its entirety, and 

20 redesignating subsection (m) as subsection (1); 

21 (2) inserting after subsection (1), as redesignated 

22 by subsection (a) of this Act, the following new subsec- 

23 tion: 

24 "(m)(i) Except as provided in paragraph (2) of this sub- 



25 section, the Secretary may not guarantee a loan under this 

26 section unless such loan was closed — 
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1 "(A; oefore October 1, 1990; or 

2 "(B) pursuant to a guaranty commitment issued 

3 by the Secretary before October 1, 1990. 

4 "(2) Paragiaph (1) of this subsection shall not apply to a 

5 loan to refinance, pursuant to subsection (a)(1)(F) of this sec- 

6 tion, an existing loan guaranteed, insured, or made under this 

7 section."; 

8 (3) striking out the second"* sentence of paragraph 

9 (3) of subsection (c); and 

10 (4) inserting at the end of subsection (c) the fol- 

11 lowing new paragraph: 

12 "(6) A holder of a loan guaranteed under this sec- 

13 lion shall have the election of submitting a claim under 

14 such guaranty to the Secretary based upon— 

15 "(A) the value of the property securing the 

16 loan, as determined by the Secretary, upon re- 

17 ceiving the Secretary's valuation; or 

18 "(B) the actual proceeds from the liquidation 

19 sale of the property securing the loan.". 

20 (b) Section 1811 is amended by— 

21 (1) striking out "or 1812(a)(1)(F)" in subsection 

22 (b); 

23 (2) in subsection (d)(2)— 

24 (A) striking out subparagraph (B) in its en- 

25 tirety; and 

."N .'4K4 IS 
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1 (B) striking out "(A) Except for anv loan 

2 made under this chapter for the purposes do- 

3 scribed in ser^^or 1812 of this title, the" and in- 

4 serting in lieu thereof "The*'; 

5 (3) strkinp; out "or 1812" each place it appears 

6 in subsections (a), (b), (c), and (g); 

7 (4) striking out "or manufactured home loans, as 

8 appropriate," in subsections (c)(1) and (d)(1); and 

9 (5) striking out ", as appropriate" at the end of 

10 subsections (c)(1) and (g). 

11 TECHNICAL CORRECTION REGARDING PROPOSED 

12 CONSTRUCTION 

13 Sec. 4. Section 1805(i) is amended by striding out "ap- 

14 proved" both places it appear ^, and inserting in lieu thereof: 

15 "appraised". 

16 EXTENSION OF LENDER ' /E\V OF APPRAISALS 

17 Sec. Section 183l(0(^) is amended bv striking out 

18 "1990" and inserting in lieu thereof. "1901". 

19 PUBLIC AND COMMUNITY WATER AND SEWERAGE 

20 SYSTEMS 

21 Sec. 6. Section 1804 is amended by — 

22 (a) striking out subsection (e) in its entirety; and 

23 (b) redesignating subsection (0 as subsection (e). 

24 TIME LIMIT FOR HOUSING DEBT WAIVER 

25 Sec. 7. Section 3102(b) is amended by inserting at the 

26 end thereof. "An apphcation for relief under this .subsection 



Si 



85 



6 

1 must be made (1) within one hundred and eighty days from 

2 the date of notification of the indebtedness b> the Secretary 

3 to the debtor, or within such longer period as the Secretary 

4 determines is reasonable in a case in which the payee demon- 

5 strates to the satisfaction of the Secretary that ^uch notifica- 

6 tion was not actually received by such debtor wthin a rea- 

7 sonable period after such date; or (2) September 30, 1992, if 

8 notice of such debt was provided bef -e October I, 1990.". 

9 PROCEDURES ON DEFAULT AND PROPERTY MANAGEMENT 

10 ShC. 8. (a) Section 1832(a)(4) is amended by striking 

1 1 out clause (C) in its entirety. 

12 (b) Section 1832(c) is amended by— 

13 (1) Inserting in paragraph (l)(C)(ii) "(including 

14 losses sustained on the resale of the property)" imme- 

15 diately after **resale"; and 

16 (2) striking out paragraph (1 1) in its entirety. 

17 (c) Section 1833(a) is amended by— 

18 (1) striking out paragraph (6) in Its entirety; and 

19 (2) redesignating paragraph (7) as paragraph (6). 

20 DIRECT LOAN REVOLVING FUND 

21 Sec. 9. (a) Subchapter III of chapter 37 is amended by 

22 striking out section 1823 In its entirety. 

23 (b) Section 1824 is amended by— 

24 (1) striking out "chapter " in the first sentence of 

25 subsection (b), and inserting in lien thereof: ''chapter 
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1 and direct loan operations under section 1811 of this 

2 title/'; and 

3 (2) inserting after "chapter" in clause (3) of sub- 

4 section (c), '*and direct loan operations under section 

5 1811 of this title (including all moneys in the revolving 

6 fund established by section 513 of the Servicemen's 

7 Readjustment Act of 1944 on the effective date of the 

8 Veterans' Housing Amendments Ac of 1990)'\ 

9 (c) Not\nthstanding any other provision of law, the Sec- 

10 retary of Veterans Affairs shall have no liabilily to repay to 

11 the Secretary of the Treasury any sums, or interest on any 

12 such sums, advanced to the Secretary of Veterans Affairs 

13 (formerlv known as the Administrator of Veterans Affairs) for 

14 purposes of the revolving fund established by section 513 of 

15 the Servicemen's Readjustment Act of 1944, except as pro- 

16 vided by section 1824(d) of title 38, United States Code. 

17 (d) Section 131 l(k) is amended by striking out "and sec- 

18 tion 1823 of this title" both places it appears. 

19 OFFSET OF FEDERAL TAX REFUNDS AND SALARIES FOR 

20 HOUSING LOAN DEBTS 

21 Sec. 10 Section 1826 is amended by — 

22 (a) striking out "No" and inserting in lieu thereof: 

23 "(a) Except as provided in subsection (b) of this section, 

24 no"; and 

25 (b) inserting at the end thereof the following new sub- 

26 section: 

Q . 
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1 "(b) This section shall not apply to the reduction of a 

2 refund of Federal taxes by the Secretary of the Treasury pur- 

3 suant to section 3720A of title 31, United States Code, or a 

4 deduction from the current pay amount of an employee of the 

5 United States or member of the Anned Forces or Reserve of 

6 the Armed Forces pursuant to section 5514 of title 5, United 

7 States Code.". 

8 CERTIFICATES OF VETERAN STATUS FOR NATIONAL 

9 HOUSING ACT BENEFITS 

10 Sec 11. Subchapter III of chapter 37 is amended by 

1 1 inserting at the end thereof the following new section: 

12 "§ 1835. Certificates of veteran status under the National 

13 Housing Act 

14 "(a) For purposes of this section, the term ' HUD Sec- 

15 retary" shall mean the Secretary of hou. ng and Urban De- 

16 velopnient. 

17 "(b) The Secretary shall, at the request of the HUD 

18 Secretary, without any reimbursement, certify to the HUD 

19 Secretary whether an applicant for assistance under the Na- 

20 tional Housing Act or any other law administered by the 

21 HUD Secretary is a veteran.". 

22 EXEMPTION FROM LOBPYING REPORTING REQUIPKMENT8 

23 Sec. 12. Subchapter HI of chapter 37 is amended by 

24 inserting after section 1821 the following new section. 
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1 "§ 1822. Exemption from lobbying reporting requirements 

2 "The application for or obtaining of a loan guaranteed, 

3 insured, or made under this chapter shall not be deemed as 

4 the requesting or receipt of a Federal contract, grant, loan, 

5 loan guaranty, loan insurance, or cooperative agreement for 

6 purposes of any other law that requires persons requesting or 

7 receiving a Federal contract, grant, loan, loan guaranty, loan 

8 insurance, or cooperative agreement to report or declare pay- 

9 ments made to influence an officer or employee of any 

10 agency, a Member of Congress, an officer or employee of 

1 1 Congress or an employee of a member of Congress.". 

12 DOWNPAYMENT REQUIREMENT 

13 Sec. 13. Section 1810(b)(5) is amended by— 

14 (1) inserting "the lesser of (i)" immediately after 

15 "exceed"; and 

16 (2) striking out "title;" and inserting in lieu there- 

17 of, "title, or (ii) the actual amount to be paid by the 

18 veteran for the purchase, construction, repair or alter- 

19 ation of the property, minus an amount equal to four 

20 one-hundredths of the difference obtained by subtract- 

21 ing $25,000 from the actual amount to be paid by the 

22 veteran for the purchase, construction, repair, or alter- 

23 ation of the property;". 

24 TABLE OF SECTIONS 

25 Sec. 14. The table of sections for subchapter III of 

26 chapter 37 is amended by— 

.S J4HI IS 
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1 (a) striking out the items relating to sections 1822 

2 and 1823 and inserting in lieu thereof: 

"1822 Exemption fiom lobbying reporting requirements 
"1823 (Repealed 1". and 

3 (b) inserting at the end thereof the following new 

4 item: 

"183^ Certifuaies of \etcran status un'^'-r the National Housing Act 

5 EFFECTIVE DATES 

6 Sec. 15. (a) The amendments made by sections 2(a), 

7 2(b), and 13 of this Act shall apply to all loans closed on or 

8 after October 1, 1990. 

9 (b) The amendments made by section 8(b)(1) of this Act 

10 shall anply lo all liquidation sales conducted on or after Octo- 

11 ber 1, 1990, 

12 (c) The amendments made by sections 3, 6, 0, and 10 of 

13 this Act shall take effect October 1, 1990, 
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2D Session O, Z&U / 

To amend chapter of title 3ft, Tnited States Code, to authorize the pursuit of 
flight training under that chapter 



IN THE SENATE OF THE UNITED STATES 

April 27 (legislative da\, April 18). \m) 
Mr Daschlk (for himself and Mr Cranston) introduced the following' bdl, 
which \\as read t\Mce and referred to the Com nut tee on Veterans' Affairs 



A BILL 

To amend chapter 82 of title 38, United States Code, to 
authorize the pursuit of flight training under that chapter 

1 Be It enacted by the SeJmte aiui House of R e present a - 

2 / i vcs of the Un i ted S tales of A in e i 'i ca i n Concj ress aase m bled, 

3 SECTION 1. KDUCATIONAI. ASSISTANCE FOK KLUiHT 

4 TRAINING. 

5 (a) Post-Vietnam Era Vktkrans' Edccational 

6 Assistance. —Section 1641 of title 38, United Slates Code, 

7 is amended — 

8 (1) bv redesignating sul .etion (h) as subsection 

9 (c); and 
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1 {2) bv inserting after subsection (a) the follo\ving 

2 new subseetion (b): 

3 "(b)(1) Tbe Seeretary may approve tbe pursuit of fligbt 

4 training (in addition to a eourse of flight training that may be 

5 approved under section lGT3(b) of this title) by an individual 

6 entitled to basic educational assistance under this chapter 

7 if— 

8 "(A) such training is generally accepted as neees- 

9 sary for the attainment of a recognized vocational ob- 

10 jective in the field of aviation; 

11 "(B) the individual possesses a valid pilot's license 

12 and meets the medical requirements necessary for a 

13 commercial pilot's Hcense; and 

14 "(C) the flight school courses meet Federal Avia- 

15 tion Administration standards for such courses and are 

16 approved by the Federal Aviation Administration and 

17 the State approving agency. 

18 "(2) This subsection shall not apply to a course of flight 

19 training that commences on or after October 1, 1994,". 

20 (b) Benefit Amount and Entitlement ruAROE.— 

21 Section 1631 of such title is amcndfid by adding at the end 

22 the following new subsection: 

23 "(f)(1) Notwithstanding any other provision of this see- 

24 tion, each individual who is pursuing a program of education 

25 consistirg exclusively of flight training approved as meeting 
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1 the requirements of section 1()41(1)) of this title shall be paid 

2 a monthly benefit under this ehaptcr in the amounr equal to 
8 00 percent of the established charges for tuition ainl fees 
4 (other than tuition and fees charged for oi attribMable to solo 
T) flying hours) which siniiiarh eireunistaneed nonveterans en- 
G rolled in the same flight course are required to p,iv, 

7 "(12) No monthly benefit payment may he j)ai(' uuiU-^ this 

8 chapter to an individual for any month during which >uch 

9 individual is pursuing a j)rogram of education consisting e\- 
10 clusi\ely of flight training until the Secretary has reeei\ed 
1 1 from that indi\idual and the institution j)ro\iding such train- 
\2 ing a certification of the flight training reeei\ed by the indi- 

vidua! during that month and the tuition and ot* fees 

14 charged for that training, 

IT) The numbc- of months of entitlement charged in 

IG the case of any individual for a i)rogram of education de- 

17 scribed in j)aragraph (1) of this subsection shall be equal to 

18 the number (including any fraction) determined b\ dividing 

19 the total amount of educational assistance paid such indi\ul- 
120 ual for such j)rogram b\ the monthly rate of educational as- 
lM sistanee which, except for paragraph (1) of this subsection. 
22 such individual would otherwise be j)aid under sub..»ction (a) 
2-1 of this section.". 
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AMENDMENT NO.. 



Calendar No. . 



in 



Purpose: To permit the payment of educational benefiLS for 
solo flight training 

1> THE SENATF OF THE LMTED STATES-iOl'.t Cong, :d S«s. 
S. 

To amend chapter 32 of title 38, United States Code, to 
authonze the pursuit or flight training under that chapter. 



Referred jo the Comir.ittee on . 

and ordered to be printed 

Ordered tc lie on tiie table and to be pnr.ced 

ANt£>ONiH>TS intended to be proposed by Mr Daschle 

Viz: 

1 On pjge lines ^ and iL^ stake out ihe paren- 

2 theticai matter. 



3 At th.e end of the biU, acu th- following new secv.on' 

4 SEC. : AMENDMENTS TO THE MONTGOMERY CI BILL ACTU E 

5 Dm AND SELECTED RESERVE PROGRAMS TO 

6 PERMIT BENEFITS FOR SOLO FLIGHT TRAINING. 

7 (a) .^cnv-H Dlty Progr.^m "-Section l-i32(f;il) ot 
S title 38, United Stares Code, is amended b> stnkuu out 

9 "(Other th?j) tuition and fees charged for or aunbutabie to 

10 solo flying hour^)'\ 
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1 (b) ACTIVE Dlty PROGR.AM,— Section :i36(g)(l) of 

2 title iO, Un'ted States Code, is amended by sinking out 

3 * '(other than tuition and fees charged for or attributable to 

4 solo flying hours)", 

5 (c) Effective Date.— The amendments made by sub- 

6 sections (a) and (b) shall be effective with respect to flight 

7 training received under chapter 30 of title 38, United States 

8 Code, ajid chapter 106 of title 10, United States Code, on 

9 and after the first day of the second month following the 
10 month in which this Ac: is enacted. 

Amend the title so as to read: "A bill to amend chapter 
32 of title 38, United States Code, to authonze the pursuit of 
flight trainmg under that chapter, and for other purposes.". 
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lOlsT CONGRESS 

L>1) SfcSSlON 



S. 2546 



To amcMid title :J8. I'mtod States Code, chapter 41, to fe\ise the definitidn of 
•'ohgiblc \eterair' and for other piirptKo^i 



IN THE SENxME OF THE UNITllD STATES 

May 1 (lep.!ati\e day. .\» wm 
Mr Tm kmdnd (h\ request) iiitrodueeu uie lotiowiiig bill, \shiph \sa^ read twue 
and referred lo {\w Coimnltt'^o on Veterans' Affair-^ 



A BILL 

To amend title 88, United States Code, ehapter 41, to revise 
the definition of ''elipble veteran" and for other purposes. 

1 Be it enacted by (he Senale anJ House of Represenla- 

2 lives of the Cnited Sidles of simenca in Comjress assembled, 
8 That this Act may be eited as the ''Veterans' Employment 

4 and Training Aniendnient of 1990". 

5 Skc. 2. Piiragiaph 4 (m seetion 2i)0\ of title 88 United 
G States Code is amended b\ deleting the word **or" before 

7 snbparagraph "(B)'\ deleting the period after the word **dis- 

8 ability" and adding in lien thereof a eoiinna, and adding the 

9 following language at the end thereof '\)^ (C) served on 
10 acti\e duty for a period of more than one hundred and eighty 
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1 days and is eligible for discharge or release froih active duty 

2 under conditions c*.her than dishonorable within ninety 

3 days.". 
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PRKI^\RED STATEMENT OF CIIAIHMAX ALAN CHANSTON 

Good morning, ladies and genllenu*n Welconu' tu tudavV hearing un \ett'ians' 
education, em plovment, and home-loan prugranib Sj^ecirKallv, thi> heating (.uiKer n- 
the following 

— Scct.'>ns -iOl and .I04io of S -lUU. thf pro{)0>ed "Veteran& Compensation Cost- 
of-LiNing AdjUbtment Ac* ol IS)1)U-" uhich I introduoed on Febiuarv 7 and \%hich i*^ 
cosponsored b\ nearU all members ol the Commit tt.-e Sea ion 10 1 of thib bill \%ould 
postpone b\ 2*'years— from Decembei 'M, 11)01. to Decembei ol, I«MK?-ihe cxpiiatiun 
dale for counting oi Vietnam-era veteran^ in the disabled \eterans' ouiieach pro- 
gram funding lormula current l\ provided for in chaplei 11 of title :>> Set. I ion J^'lic 
would correct two techiiKal errors jn the Veteian^' Benefits Amendments of WH^ 
(Public Law nn-Z'M. enacted on Decen/oer 1^. llK^'J), which miMakenh lai pioude^ 
for duplicate Government contributions to ine new Guarant\ and lndemnU\ Fund 
and «bi omits reHnaiKing loans fiom the higher loan limits enacted in the 1*)^*» Ut 
— S the proposed Veterans' Educational Assistance Impio\ements Act of 

V.m)." which I introduced at the retjuest of the Administration on April Jd to 
amend titles 10 and -^b to make ceitain re\isioni. in VA ediuational assistance and 
vocational rehabilitation programs 

—Provisions of S the proposed "Veterans' Housing Amendments Act o\ 

\\m)." which I mtioduced at the request uf I lie Administration on April JO \\VM) — 
other than the proMsions to inuease the loan fee, retjUire a downpa\ment change 
the no-bid formula, and eliminate the manufactured housing program As I stated 
when these -estiictne proposals were first announced m the Administrations 
budget. I am opposed to all such changes in the fundamental natuie of the VA 
home-lotin program Congress just completed a major revision of this j^rogram last 
year, and I believe we must give the restructured program a fair chance to opeiate 
betore considering further major changes Those provisions of this bill that we wi'l 
consider todav include those tu rewse claims pavment proceduies in the manufac 
tared housing program tsec oiai t-'!' and i I'l, to nu'Ke a tt:hniCi'l collection in a pro 
visum requiring a builder's warrar-tv for a newl> consti acted home i.sec \\ to 
extend for 1 vear tthrough FY 1!>1>1) the authoritv foi certain lenders tu review ap- 
praisals (sec " .">.. to eliiiunate the tequirement that newlv consul ucted h(mies be 
served bv adequate comnumitv water and sewerage sv stems iscc (ii, to limit the 
time period withm which a veteran mav applv for a waiver of a hume-loan debt tu 
VA to IMt davs after VA notifies the veteran of the debt isec 7'. to make {XTnianent 
(a) the foreclosure inlorniation and counseling i-equnement.s in section l^.>-!i<i»' 1' nt 
title isec MaM. b) the no-bid formula m section L'^HJic' 'sec Nb»<2)i. and ici tlu 
vend"e loan and propertv -management provisions in section l^;):^a' 'sec ^'c'l, to 
merge the Direct l>oan Revolving Fund iDLUFi with the Loan Guaiantv Kevolvnv,^ 
Fund ano eliminate an alleged OLRF inoebtedness to the Treasur v isec '»!. to a'lov 
VA tj collect home-loan debts bv offset of Federal salaries and tax refunds ist-c lOi 
to require \'A. at the request of the IIUI) Secretarv and without charge tu is^ue 
ceriificates of veteran status to veterans seeking certain benefits under laws adnun 
islered bv HUD isec IL. and to exempt persons obtaining V,\-guar anteed huns 
i om the requirement that jjersons obtaining US (iu^ernmeiit-guaranteed loan- of 
over SloO.OOO disclose therr lobbying activities (sec 12 > 

— S 2."><T. a bill that Senator Daschle and I introduced on April 27, ll»^»(i. to au- 
thorize the pursuit ol flight tiaining bv participants in the PostA' letnan. Eia Vetei^ 
ans' Educational Assistance Program iVKAPi under chapter of title :^ 'I he bill 
would extend to VEAl* participants the same opportunitv c urentlv available nn a 
tr-al basis, through FY UMM. to Montgomerv GI Bill 'MGIBt participants t(» u^v 
their education benefits for flight trarr.mg 

—Amendment No l")<iJ to S 2')'^. submitted bv Senator Daschle on ApMl •■•O 
[\mK to permit the pavment of MGIH and VEAP benefits fur solo living hours 

~S 'S)\iK a bill introduced bv Senator Thurmond at the request uf the Adrmnis 
1 1 at ion on NL\v 1. 1J>!U). in peirnit empluvrnent and training services to be provided 
through Disabled Veterans' Outreach Program Specialists iDVOPsi and Local Veter 
ans' Emplovment Kepr-esentativos iIA'EHsi to Armed Forces personnel who are eli 
gible for discharge or release from the service under condition- other than dishonor 
able within davs 

-Amendment No l.")7"> to S 2100, which I submitted on Mav 2 r.>*|0, and whuh 
IS cosponsored bv t'onnnittee members Graham, DeConcini and Thaimond to 
amend section 10^ of the \'eterans Benefits Amondments of IH^O su as to author i/e 
the Secretarv of Labor to expand under lertam circumstanc e> the ti *'nsitional as- 
sistance pilot pro^Mam established under that legislation to fuinish emplovment and 
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I believe that this legiblation wuuld meet a federal respoiibibilitN to offer transi- 
tion assibtance to tho^e vsho are being separated from miiitar> service \Mthout aban 
doning the obhgation to assist those vUio have alreadN been disch i;ed and, in most 
instances, served their full tours of dut\ It is also designed to \. ovide an orderly 
and efficient means of meeting that respoMsibilit\ together uith a fair approach for 
distributing the resource burden among the three Federal departments involved 

MGIB KATi-s 

Before closing. I would like to note that the basic benefits paid under the Moiit- 
gomer\ 01 Bill nave not been mcreased since the MGIB was enacted in lO^^l The 
basic rnonthl\ benefit for veterans pursuing full-time studv remains at ^'M) for a 
period of up to My months Since 19S4, however, tuition at public institutions has 
risen betv^een 0 and 7 percent annuall> The Department of Education sa>s that in 
average annual tuition for all higher-education institutions, including 2-\ear 
colleges, wa^ $(;.M)0. With the prospect of major cuts in America's troop strength 
particularlv among long-term serv icemembers who ma> havt lamilv responsibilities, 
It IS even more important that the Department of Veterans Affairs recogni7e and 
meet the need to strengthen the va.ae of the MGIB education benefit Both the 
House and Senate Veterans' Affairs Committf .-s. in their budget recom iierdations 
for FY UMU, stronglv urged the Administration to mclude m its FY 11M»2 budget a 
subsiantia. increase in basK MGIB benefits I reiterate that important recommenda 
tion todav 

CONTLISIOX 

I especial 1\ vvant to express m\ thanks to toda\'s witnesses foi their general Iv 
constructive testimunv on the provisions under consideration toda\ I also thank the 
witnesses who got their prepared statements to us m advance That was verv help- 
ful. ^ , . 

FinalK, I note that we have received or vmH receive written statements tor toda; ^ 
hearing lecord fiom AMVETS. VVA. and the Association of the V S \rm>. Aircraft 
Owners and Pilots Association. Fleet Reserve Association, National A.->sociation of 
Uniformed Service*-. Interstate Conference of Emplovment Securitv Agencies, Na 
tional Association of X'eterans Program Administrators, American Association of 
Communit> and Ji.nioi Colleges. Virginia State Department of Education, Mortgage 
Bankers Association. National Association of Home Builders. National Association 
o* Realtors. Manufactured Housing Institute, and California Association of Realtors 

I am looking forward to the testimonv uf ^ach uf our hearing witnesses apiK'anng 
this morning Again, I want to express rnv sincere appieciation to all witnesses— 
both those appearing this morning and those whj provided written testimonv —and 
to all others in attendance today 



PREPARED STATEMENT OF SENATOR FRANK H MCRKOWSKl 

Ciood morning, uur hearing this morning will address the benefit^ designed in 
assist veterans wi*h some of the most basic of human needs 
—A home. 
—A job. 

—Ana the education needed to obtain a job 

The Congress can be proud of the education. empUAnient and housing benefit- we 
provide our veterans Their success is obvious when we look at the success df \cter 
ans in their' civilian lives 

However, our work is not \et complete 

— X'eterans have an excellent emplovrnent record But, disabled vetiran^ and in 
count rv" Vietnam veter ans do not do as well 

—Although millions of veterans ere horneowneis. the home loan ptugiam contin 
ues to impose an unacceptable cost on the taxpavers 

— VA education benefits liave successfull\ opened the d(K)r to highiT education for 
our veterans But. even successlul programs requiie mjiicour^i' c(ji rectuuis tn keep 
current with a changing world 

The disintegration ol the Soviet erni)i'e is dtamatic proof that w ■ live m suih a 
changiiig world This Committee has a responsibilitN to corisukT u\v possibU- lesult 
oi that disintegration 

— It could lead to the movement substantial numbei-s of Ami-ricans out of the 
ranks o( out Armed Forces ami into the ranks of our veterai^s 
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—If that happens, the Committee mu^t re.^pond tu the need^ ui the men cind 
women who must leave the servjce 
We can take pride in the foresi^iht we displayed last \ear 

—We made new Is discharged \eteranb eli^ibk- fur \\•t^.•I.ln^ Headjubtment Act ap- 
pointments 

—We established a pilot pro^Tain to pro\ide ennphnnient ber\iLei> tu >er\ue- 
members before their discharge 

However, our responsibilit > fur the xoung men and wunien who ina\ be demubi- 
hzed IS not yet met 

—If troop reducUuns come to p..hs, it will bt the ^lIi^t time we ha\e deniubili/ed 
volunteer servicemembers 

—These men and women uill lea\e thf H'r\ice. nut btvauhe the\ want tu but be- 
cause the Congress deteraunes the\ are no ion^H'r needed 

Such a situation is ver\ ijimilar tu that faced b\ tht- t-m pi u vet's in an indu>tr> 
facing restructuring 

For that reason. I intend to intruduce legi>Iatiun wliKh wutiKl alivyw tuimt'r ^t'l \ i- 
cemembers to reieive uneniplo\ment benefitb un the baine babi^ a> uther Americaius 
thrown mto the job market 

—This legislatiun would alluw beparatiiig ^er\iLemtmberi< tu reiene Liiu'niplu\- 
ment benefits without the 1 ucek waitmg period the\ now face 

— It would also allow them tu receive a full 2(1 week^ uf benefits rather than tlu- 
VI weeks now allowed 

Senator Mc'^ain has proposed mure bruad ba>ed le^Mblatiun whu^h nuludeh thus 
concept M\ le^Mhlatiun would be mure futused, nut becau>e I uhject tu an\ t)t Sena- 
toi McCain's other provisions, but because I think theu- shuuld be a \ehKle to .un- 
Mder unenipioyment insurance bv itJ'elf 

This legislation would not be cheap 

— Based on current separation rates a ih tstimated it wuuld Lu-t aOuut ^^N', mil- 
lion over .') years 

-The cost would increase \ million fur v.kU lO.nOO additional separations 
—However, we should not seek a "peace dividend." fur whatever purjjuse, at the 
expense of the men and women \Nho aie asked tu leave the Armed Forces 
We will also jonsider the home loan pro^;ram this morning 
—Last year the Congress restructured the pro^^rarn 

—Last week, the Senate approved a nulliun supplemental appropriation to 

keep the old pro^^ani afloat 

I question whether we aie safe in saving the new pugiam will nut sink into the 
red just as the old one has It ina> well sink if tl.e new program doe^ not addiess 
the basic reasons for pro^^ram losses 

I look fuiward to heaiin^ this tnuimng'^ testiinon\ I also note with ^adne^^ that 
the chair of the Senator from Hawaii ^it^ om[)t\ thi^ niornin^^ 



PHKPAHEI) STATKMKNT OF SKNA TOU STROM TUCKMOM) 

Mr Chairman, it is a pleasure to be here this murnin^^ to cunsidti se\eial b-'ls 
addressing veteians' empluvment .ind tiainin^ issues, housing [jru^r.uns, educatKui- 
al assista.iie and cus» of-living legislatiun I iiase a lon^^standing interest in veter- 
ans' empluvment and training matters, and I am pleased that Mr Tom Ci lims III, 
the Assistant Secretary fur Veterans' Kmplovment and Framing at the Defjaitment 
of Labui IS able to be with us It is also a pleasure tu have lepresentatnes fioin the 
Department of W'terans Affaiis. the Department of Defen^*'. the \eteians ser\Ke 
oigani/ations. and others to appe^ir before the Committee toda; 

Mr Chairman, last week I wa^ ple.ised to introduce at the request uf the Depart- 
ment of Labor - S 2~>U\- the "Veterans' FmploMiiciit aru* Training Amendment o< 
iqqo " This amendment, sshich is serv snupie. would allow active dutv irinitar\ per- 
sonnel—who aie within dass uf ^^parati .n from serMte— tu receive a \aiiet\ uf 
\eterans* emplownent and training services I am also pleastui to be a cosponsor of a 
similar amendment whicli NuU have ui*p'duce(^. Mi Chairman, which wuuld exjjand 
the existing j)ilot piugrani of emplouuent services f )r aclne dutv pe,si,nnel It is 
important for us to reach out to tht)se who aie sepaiatin^ (lom tfie armed ser\ices. 
and help them as thes make the transition to the ».ivilian wtirk (otu- It is ^ooil for 
the mdniduals and ^{m\ foi the countrs 

Fmalls. I want to tfiank each uf the witnesses ioi taking tune to be with us lod is 
I h)ok forvsaid to review in^^ the testnnonv 
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PREPARED STATEMENT OF RAYMOND H AVENT. DEPUTY CHIEF BENE 
FITS DIRECTOR FOR FIELD OPERATIONS. DEPARTMENT OF VETERANS 
AFFAIRS 

Mr Chairman and members the Cummittee. I am pleased tu be heie tudav to 
dibcusb several legiblative itemb r^-Iating .u \eteianb' beiiefitb S and pru\i&iuns 
uf S 2lb4 (Adminibtration-requebted le^Mhlatiun amending the education and hume 
luan programb. respect i\ el \ i. S JOoT [a. bill authun/ing flight training under ihapier 
.JJ). together with an amendment \shich would authorize p<i\ment for bolo-flight 
huurs under both the proposed chapter 3J and (,'\ibting Montgomer\ GI Bill iMGIBi 
test programs foi flight training, section U lie) of S J 100 [home loan technical 
amendmentbK an amendment to S lilOO which would authon/e the Secretar\ of 
Labor under certain circumbtanceb to expand the pilot program of emplo>ment and 
training mfurmation and services to bep*irating memberb of the Aimed Forces, and 
S 2'>A{\ I Adminibt rat ion-requested legiblation making chapter 11 emplovment and 
training services available to certain militarv service personnel who are approach- 
ing separation from service > 

S 2}s;^ 

Mr Chairman. S 2\>'.^, the proposed 'Veterans' Educational Assistance Improve- 
mentv^ Act of U)i)0." which vuu introduced on our behalf on April -0. VJMl would 
make a number of amendn.ents to the VA education and vocational rehabilitation 
proerams to facilitate the administration of the programs and make certain provi 
sions more equitable 

Section lUl of this measup' wuuld amend Montgomeiv GI Bill .MGlBi secondarv 
school completion requirements bv eliminating the reference to an equivalencv cer 
tificate Instead, this eligibilitv requirement wuuld be broadened so that an mdivid 
ual would have to either have completed the requirements foi a secondaiv school 
diploma or have certain alternate school credentialb accepted bv the Armed Forces 
pursuant to regulatioiib promulgated bv the Secietarv of the militarv dtpartment 
concerned. We believe that the secondarv school requirement was .ntended to assist 
the militarv in obtaining high (aliber personnel, and. therefore, the requi'-ement 
should conform to the standards acceptable to the Aimed Forces 

Section 102 wuuld evpand eligibilitv for chapter ;]! training and rt habilitation for 
certain persi'ns bung treated for service-connected disabilities ptnding discharge 
from active dutv to include persons whu are receiving care, services or treatment on 
an outpat ent babib. and are being treated at Department of Defense iDOD' expense 
in facilities not controlled bv that Department Since the afTected indiv iduals are un 
active da*v. it is usual and appropriate for DOD to be responsible for all inedical 
care costs incurred The unique nature ol vaiious disabilities, hov ever, niav require 
DOD to obtain assistance from specialised facilities of othei agencies or from private 
facihties Frequentlv. serv icepersons piaefd in those facilities are among the most m 
need of vocational rehabilitation, and earlv consideiation of that assistance is essen 
tiai to assure reasonable success of lehabilitalion This amendment \m11 en '\Av \ \ 
tu eAtend the advantages of such earlv cuiisideration to service disabled >'isons wh > 
are otherwise eligible but who. due t(j their geogn'ph'cal location or 'latuie uf dis 
abilitv. are receiving medical care in a non-DOD facilitv on an inj)..tient ur out pa 
tient basis 

Section lo;^ would e\tend bv I veai the date on which ceitain eligible veteians 
aie automaticallv disenroUed undei chapter :I2 The curu-nt law pi ov ides tor the 
automaMc disenrollment uf a chapte*" M participant upun rtaching hir. oi hiT delini 
iting date This has beei* construed to bar pavment of chapter l)enefits to a veter- 
an who files a claim for sUch benefits af'tei his ur hei delinnting date, foi eduction 
or training pu*"sued befure such date, even when the claim othtrwise would be cun 
sidered timelv filed under uther pruvisiuMs of law and legulation Thi.-> amendment 
would correct this bituation bv deferring the date of automatic diseiirullment until 
the evpiration of the latest date on which a veteran in such lIic umstances cuuld 
timely file a claim 

Section 101 wuuld permit an individual to entei into an agreement to pel form 
work-btudv services and have the allowance otherwise pa v able theiefor credited tu 
his or her outstanding ovei pav nieiit of \*A administered eduuitiun. i ehabihtatiuii. 
or training benefits The amendment will enable individuals, even thosf who are no 
longer eligible for or entitled to such benefits, to perfoim lueded. worthwhile st>!\ 
ices in repavment of their debts This woul 1 btneHt both the Government an.l the 
individual since nian.v such individuals have the time, but not tl* nionev tu piovide 
for ths . purpose 
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Title II of S 21S:^ contains certain technical clarif\ing, an^i adininistratixe ^roM- 
sions The first of these would anitnd the MGIB ser\ice beparatiur conditionb fur 
chapter 'M) entitlement purposes to clarif> that an hunurcible discharge ur release 
from active duty is required for all MGIB participants Current law dues not ex- 
pressK specify that a release from active dut\ ser\ice charcicterized bv the Secre- 
tary concerned as honorable ser\ice 's a requiremeiit for indi\iduals pi aa*d on the 
retired list, transferred to the Fleet Reber\e or Fleet Marine Corps Reser\e. ur 
placed on the temporar> disabilitv retired hst Thus, this amendment would clarify 
congressional intent in this area and a\oid administrati\e complexities, 

A second provision would eliminate the Secretar\ s authorit\ to make advance 
payments of subsistence allowances under chapter 'M These ad\anu- pa\rnent:? are 
intended to assist veterans in pn\ing c. purtion of tuition and fees which nian\ 
schools lequire prior to the cumnuiuement uf training and tu mett li\ing expenses 
during mitial periods of training In \.ew of the fact, huwe\er, that the \A pa\s all 
of a chapter participant s training ».usts, ad\ance pa\ment uf >ubsistenu- alk-w- 
arce is not warranted In addition, since chapter M paitici pants are eligible to re- 
ceive advances from the Revolving Fund, there is little need fur the current statuto- 
ry (lUthorization for advance payments 

A third provision would eliminaU- the authuritv tu make work-btudv advance pav- 
ments Overpavinents in the woik-study program create liabilitv fur thou>and> li 
new debtors each ve ir who^e debts c.nnut leasiblv be cullected bv utls^et or enforced 
collection This pruviMon wuuld viituallv eliminate account> receivable in this pru- 
gram 

Finallv. title II uf this measure would delete an erruueous reference to a title lU 
program found in title .^S The reference is to VA pavment of expenses incurred bv 
State approving; agencies in ascertaining the qualif u ations of educational institu 
t'ons under ceitain listed education benefit piogranis Since the title 10 program i.s 
not one subject to title course approval criteria, such agencies have no course 
approval responsibility for which they mav be leinibursed 

Mr Chairman, we .appreciate vour mtioduction of our biM, and urge the (\Mnniit- 
tee's favor'able action on S 2lS;^ 

i.OA.V CIlAKANT'i 1'K(K,HAM 

Mr Chairman, before adJreL,-^ing the lean guarantv legislatu>n vou mentioned in 
vour invitation letter. I would like to bung vou up to daie on the current activitv of 
the loan guarantv program The \'A interest late has remained fairly stabie The 
current rate is 10 percent, and has been since Februarv S.l, HHM) Duri.ig Calendar 
Year lf>S;>. VA guaranteed \^2.:>:>[) loans, which is Li.", percent less than the JUMMMI 
loans guaranteed in 

Since the loan guarantv program was enacted in UMl, it has assisted more than 
12 million veterans in obtaining housir.g Mortgage credit tolaiing over bil- 
lion has been allocated to veterans since /s inception Ovei billion worth of 
these loans have been lepaid in full as of last year 

DFFAl LIS 

Recent statistics on defaults reported and defaults pending continue to beencour- 
agmg During the ciuarter ending March ;J1. lUlM), defaults reported fell 1 percent 
from the same period in 1!)S!) The i;i().,JUi defaults pending at the end of March 
W^'H), are (1 I percent fewer than the number pending at the end of March H'MK and 
10') percent fewer than the number pending at the end of March H»NS Kach of the 
last eight ijuarters has >>own a reduction in defaults pending when compared to the 
corresponding quarters 1 vear earlier Kxcept for the thud quarter of Fiscal Year 
1!^S!). each of the last quarter's has shown a reduction in defaults reported when 
compared to the corresponding quarters 1 vear earlier 

KOKKCM-OsL'HKS 

Foreclosures completed continue to fall at a greater rate than defaults For ..le 
quarter endmg December :U, 11>M). !M!):^ foreclosures were completed— this is sub- 
stantial I v fewer than the !».S1." complett J in the same quarter of 11>SS la decline uf 
percent!, and represents a decrease of 20 percent from the 1 1, .".US fceclosures 
in the same ijuarter of 1!)S7 P'oreclosure activitv remains concentrated i.' the south- 
west Our Houston Denver. Waco. Muskogee.' and Fnoenix offices handled nuue 
than U percent of all foreclosures during the first quarter of Fiscal Year Un>H 
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SL'I»PLKMK\TAL SFRVICIN(; 

In the first quarter of Fiscal Yejr VMK defaults \serc loportod to VA 

During the StUne period. J.'^.in."* cure> \sere reported tind \KVX) lo«in& \Nere ternunat 
ed Our f'eld stations reported :i7.t)."»2 perbonai bupplenriental ijers icing contacts with 
borrowers and identified [)V.\ deft ult* \shich \seie cuied >"H*cificall\ ab a result of 
direct VA intervention We estimate that VA avoided claim pavments and propertv 
acquisition losses of over $17 million ab result of the^e lU:* su'.cebbful intervention 
cases alone 

I'KOI'KUTY S/iLV^ 

During Fiscal Y 'arb ll^N"^ and VA achieved tvso recordbetting vetir> in a lovs, 
with U)Xi'M) propertieb sold in Fiscal Year IDS.^ and iJ.TDO bold in Fibcal Year 11)S!) 
The average holding time was reduced to »i T monthb However, in propertv dibposi 
tion. there is geaerallv a trade-off between speed of dib^wsition and the amount of 
asset lecovprv Therefore. whiU- VA was making lecoid saleb. ihe lobs per proptrtv 
was also uicreasing 

j.OSS I»KR I'ROl'FRTY 

Our baleb einphabis during F'lscal Year IHIU) refiectb an etfutt to reduce the aver 
age lobs per propertv witaout bubMantiallv derailing the baleb momentum achieved 
in the J preceding fibcal vearb To achieve thib adjustment in em^^habib, we have 
directed our field btations to conduct a review ol then sales pr'oc dures to *isbure 
that VA s marketing bervice to brokers and buverb ib competitiNe with other RKO 
(real ebtate owned) sellerb and to asbure that propel tub are care fulls antilv/ed *ind 
priced to market In addition, we have eMabliJihed baleb go<ils for our field bttitions 
which call for propertv baleb to at least equal new acquibitionb, a reduction in the 
average losb per propertv ot at leabt peicent. and a reduction in the number of 
over-12-nu>nth properties by 20 percen; 

For the firbt half of Fiscal Year bales have lagged a bit behind acquisn.ons, 

lebultmg in a slight incretise in the aiventorv to a current level ot IT, 11)7 piopertieb 
(Up from 1(),1.',T at the end of September U>MM Offbetting thib increabe in inventurv 
hab 1 een <i J.") percent reduction in the average lobs p)'r piopeitv Our emphasis^for 
the becond h.ilt of Fiscal Year VM) will be to reduce the inventoiv below the Sep 
teniber 19Si> level 

t AbH SAI,F> 

Ca.h sales have been lunnnig slightlv below the statutorv peicent mininuim 
due, in part, to our ettoit to limit the maMnium cash dibcount to not more than ID 
perceni To assure that we aihieve at leabt the required percenttige of cabh >ak'b fur 
Fibcal Year we have just ibbued a release to our Mationb authoii/mg those sta 

tions whose cabh bales percentages for the fi ibt half ol Fibuil Year TKM) vsere at ui 
below the .>."> percent .minimum to offer cash discounts not m excess of JO percent 

JOAN* (Il'ARAN'TV ."?KKVJ<'K .MONJTOHJNC L'NMT 

Mr C'htiirman. vou ma> also be interested m hearing about ihe recent'v estab 
libhed Loan CJuara'ntv SeiMce Monitoring Unit The Monitoring Unit wab formed to 
perform on-bite audits of lenders to determine their compliance with the lawb. regu 
lationb. and VA policieb Initiallv. the Monitoring Unit will audit loan origination 
operationb of lenderb At a future date, v-e will moiutor their servicrig activities 

The Monitoring Unit ib comprised of l") Loan Specialists, '.\ uf whom are loc ted in 
'.'entral Office, and I each m Lob Ar.geles, St Paul, and Nashvilk Audits were 
started m earlv Apiil IIJUO Plans are tw audit approxunatc 1\ KK) lenders during the 
remainder of Fiscal Year VMH) 

S 21M 

Mr Chairman, as vou requested, I will now dibcuss S the A'eterans' llous 

mg Amendments Act of 11>1H) This omnibus bilL which vou introduced at our re 
quest, would make a number of .muMuinieiits to the VA Hou.MUg Loan (iuarantv 
Pr*ogram to reduce adnumstr.it ivt' regulat'on, reduce the risk and costs of tlu-^ pro- 
gram, and enhance revenues 

Your rvquest for comments spetificallv excluded sections J, :?(a' ili and iJ' Nb>'li. 
and l.i of S JIM Those sections would revise the loan fee, I'stablish i .Nunset lor VA 
guaranteed manufactured housing loans, ie\ise the no bid" formula bv including 
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VA's losM»j> on tlu' it\sak' oi tlu^ j)U)(H'it^v. and rocjiun.* a nunlf^t dovv npav nuMit on 
loanb exceeding: $2.kO()0 

.Vs \%f fXphunod in our It-tter tianMiuttin^^ tlu^ bill to tlu* Pu'Mdent ul tlu* Sfuatf 
\M* beho V tliose proMMons ait' nt'it\ssir> in ovdvi to leduu* tlu* LO^t^ of opfiatmn 
the home Idan progiani \'A i> lomtMUt'd v.ilh ivUnniv^ tin- nn|>')itant liou>inu !uan 
guarants program a> a viable l)t'nent fur \ett'ran> vsitlun tlu- an rent Kedt-ral 
budget Con>traint.< \Vt> tluMefi)!e urge lavuntble iunMd<.ration ul thu^e -utiunb ul S 
as well a? the other l)Io\ISlon^ I will now divsOu>> 

Paragraph^ i:^ and (1) ol ^ectlon ;i(ai of the dialt bill u^nild altei the Jann pav- 
ment proccdu.e for e\i>ting manufaitL.ed hoUMag luan^ The dralt bill v^ould 
repeal tjie UHjuireiuent that the holder nuLst vsaii until the stHuntv i> liquidated 
before Hhng lt^ claim with \'A Hathei. the bill would gne holdeis^ the u|)tiun of 
filing a claim immedi;ael\ upon receujt of \'AV valuation If leiidei> wtie pemutted 
to file their claim> U]xm leceipt of \'A\s ie>ale pnie. certain j>iol)lem> diMU>>ed in 
oui transmittal lettei would be a\oKifd 'rhi> prupo>ed piou'duie will lediKe the 
^17C of claimh bince VA would in>t i 'imhurbe lender^ lor (.o>t> iiuuiied aftei ieju)>- 
session. UK hiding aarued inteiej and >ale> ^.olnnu^blon It should al>o lediKe 
lender los>es on repo^^e^^,'m^ Alt' nigh \'A believes that loan holdeis Adl find this 
himphficd procedure to be attraitne. holder. s would letain the option ol using the 
present procedure 

Section 1 of the draft bd would in. ike a c la i living duinge to >eaion iXl.'Mai of 
title :N That >ection. whkfi jJiovide> lor \"A revunv of the plan> and .sj)e(ilicati(His 
of^ nev\ hornet pnoi to coiibt ruition. lefer.s to piopertie> being .ipprovfd b\ \A 
\VV believe that lefeiiing to \'A ' aj)provfd" construction is nu U-ading The bill 
v.ould therefore change the tei m nppro\»'d"to appiai>ed ' 

Section ■> of the diaft bill would extend lor 1 \evir\ le. untd (Xt<jbei 1. IHIU. the 
^un•^ct for \'A'> auth(^rit> to penult lender review ol a|j[>iaisals In implementing 
thib aut!u)nt> VA ls aware of. .ind luoM coiueiiied with, appiai.sal abu>e> that havi' 
been uncovered m yther federally in>ured it iiding and banking progiams \'A. 
therefoie. to^ k gieat lare to >tudv this Lssut\ and larefullv drafted tlu- guidelines 
for thi- lender review of apj)iausal> \\v anticipate that final iegulation> to imple- 
ment this program will be publKslied >hoitlv SiiKe leiulei> wdl not be able to beuin 
to use thi.s new authoritv until Liter thi.s vear. v aie pU)poMng to extend the 
sunstt in order to give thl^ lu'w piogiam a fan test 

Section i'y of the draft bill w^nild lepeal the ret|.uiement lof a .statement i>\ Uka\ 
official^ leg.iidmg the feaMbilitv i>{ publu oi nMunuimU water and sewerage sw- 
teiuj, as a condition to the \'A gtiarantv of loans ioi the puichast^ ol new 1\ con- 
structed home^ Cuiientlv. undei stitum IsOiie' of title o>. \'A ruav not guaiantee 
loans lot nevvlv con>tiULted U'M(lt'ikt\s in aieas whei" loial t)Hk uds\fi til\ that the 
establii-nuu'nt of [jublu or lormminitv watei and >euei.ige >v. sterns is fuinomnallv 
teaMble unless tfie dwtdling.s are .served bv mkIi .svsteMis Thest- u'rt ilkat nm unjuue- 
meuts place an additional burden on loicd atfkiaU .iiul pn)gi.im particijMnts with 
out^ inatei lallv beiiefitmg the veteran 

Section 7 of the bill would iiuposf a tinu' limit hir .» veteran to itMjuest waivtM a 
loan uarantv dt»bt (ienerallv. a veteran would have IM) davs fnun the date i>i the 
notice of tht debt to file a waiver retjuest This amendment is loiisistont with sub- 
section fa' of stvtion :il()J 0^ title :N whkh iin|>v)ses the same limit on itHjuesting 
waiveii. of all other liebt^ to \'A To redit«.e hardship and pit^ju<hu* to veteiaus whi, 
!na\ have lehed on the current Uia. anv veter.m who leieived notiie of a humv loan 
debt prior to (Xtobei 1. IIMM). would have until September .{0. li^lU. Xo lequest a 
waiver 

Section ^ of the draft bill would m.ike sevt'ial |)iovisi()ns ol the home loan pro 
gram peimaiu'in TheM- uKlude the h'l ei h^sui f inftHmation .iiid Louusehng letjuire 
meuts cont.uned in s^aion l>.)Jia" li o{ title -i^. the naim p.ivment .ind propeitv 
aujui>ition provisiun.s. sometimes lalled the no-bid formula, contained in s^'ition 
l^^Kc) of title and the piopertv manag*>ment sind vendet loan provisions ton 
taiiuHi in section Ivl.'.i.ii ol title :>> We believe th.at expeiuMue h.is shtjw n thest- pro 
usions to be justified, and tlut the sunsets should be leiutned rather than inerelv 
e\tende(! 

Section !♦ of the S JiM would tei inmate the Oiivct I.o.iii Kevolving Kuad and 
mer-ge it into tht Lt)an (lua-.aUv Revolving Fund The Daea Loan Kuad was estab- 
lished to fund \'A s progiain of making diit\t loans to \eterans under .^ettion 1>I1 
of title Beginning with Kiscal Yeai li»M. the C\mgiess has plau'd se\eie limits 
on the diiect loan piogram in ''h* \' \ ^ annual a|)j)ropiiation ait In addition, the 
monevs m the Direct Loan Kund li.ivt been ti .uisfei reii over the veais to the 
Uuarant\ Kund to lu'lp lovfi the Luge lossf> sListained bv the latter fund As o\ 
Mauh U the Direct Loan Fund ha-, .i baLiiue ol a|)pio\imatelv -M. 1 imllion 
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In Mev\ ol lUv .ow v jIumu' of uirt-a loan aauit\ and the luv^ balanu- in iho Pinvl 
Loan Fund. VA bolit've> there no pii»i>v)M to nanUaininu a M'p :att' diioit loan 
lund Not having' to maintain two M'paiato aiu)Unt> vmU rt\like adnuni^tratut* 
workload and uuiuvo account m^MTi 01 > , . 

Secium J)<ci addre>>e> another i>mio rt'latO(i to the Oin^t Loan fund C)\ei the 
\ear>, the Secretar\ ol the Treasur\ ha> boen authuii/ed to ad> ance to the Direct 
Loan Kund inone\> loi the operation ot the VA diteit loan program A> ormmalU 
enacted. VA v\a> to rej)a\ the Tr aMii> the inone\> which had been advanced 
There eM>t> on the book> an unpaid loan* ot over $1 7 billion fioin the Tresi>ar\ to 

^ Tne Department ol the Trea>ur\ ha> ad\iM'd u> the\ conMdet the unpaid ad 
\ance> to the Direct Loan Fund to* be a debt ...n^' to tlie United Slate> that tlie\ 
lannot v\ai\e Since the direct I0--.1 rund> haN e alreadv been u-ed a> a >ub>titute tor 
direct appropriation> to ihe Loan (iiiarantv Fund, theie i> no v\a\ \ \ can >atist\ 
thit debt without either an appropriation ol S^l 7 billion, 01 a con^'re>-ionalK man- 
dated wr.te-off Si'ction l>u> of the draft bill «.ontain> -uch a wr)te-oft 

Sivtioii 10 ot the bill would amend >ection l^Jt'* ol title to expand \ A - '^^J^h^^r- 
it\ to collect housing loan debt> b\ ofl>ettin^' a debtoiV Federal tax refund 01 hedei 
al <alar\ Tunenth, >eaion 1>J<» prohibit> ottset ot an\ nun-V.\ Federal pa\nient to 
sati>tv an indebt edne>> to VA ariMni: out of the losin KUsiisintN pto^zram unle>< the 
debtor con>ent> in wr. m^, or a court ha> determined thsit the debtor i> liable to the 
VA Recent le^M>latK)n ha,^ author i".'d Federal a^ieruu•^ to iolU\t pa>t dut (lebl> b\ 
otf>ettin^^ aj ain>t tlu' debi Federal tax refund or, it tlu- debtor i> a Federal em 
plo\ee or member ol the A.n^ed Vor^o>, the debtor pa> sK\uunt \ A belieNe> the-e 
■nactment- e>tablL.hed a polic\ ol cullectm^ Federal debt> m thi< manner 

Section 11 ot the draft bill would authorize VA to prou'>>. without reimburse- 
ment reque>t> lor u'rtl^Late^ of st-teran Nijtu> lor iHM->on> -H-ekim: her.elil- under 
tne National Houmiik Act That Act whuh i> adi^iini>ter'ed b\ the Oepar-tment ot 
Houxin^; and Trban Developnu-nt iHTDi. providi- lowrr downpa>!m'nt reqinre 
ments for Noteran> In recent \ear>, HTD ha> defined to reimburse \ \ tor the-e 
co^t> A> a >erMce lo veteran-, VA ha- tontuuied to i>>ue t ie>e <.ertitiCate> 

TechnicalK, VA -hould not be admini>terim: Ntatute> other thsUi title I nited 
State> l\Hie,'for otlu-r a^H>ncie> witliout lennbur^ernent retomu/e, howe\er that 
\ A personnel have the knov\U-dire and t-xperti^e to determine vi-teran -latu> and U 
i> a lo^MCal extenMon ol \ A> nn>-.'on to aid veteran> to <.ontinue lo lertilv vetrran 
>tatu> to HUD \\e belie\e v\e lari «.ontiniie to per form thi^ function vMth air rent 
>tairrn^: level> , , , 

Section IJ ol the dralt bill vsould exempt houMM^ loan-. '/V,,^!^^ , 

made b\ VA from the loblAiim' n-portin^: rociuuement> of M L SC ^ 1 * «- lhat law 
prohibit> (.ertam Ciovt-r nment u)ntraLtor> or renpient^ ot Ciovvr nnu-nt a»i-taiue 
♦rom UMnt: appropriated nionev . toi lohbvin^;, and require^ certain lobbvnm di>Jo- 
>uie> Ir-om iho-e per.^oiK That >tatut.' dof> not applv to loan- which are ^. )0(MH> or 

Until lecentU. \A ^^laranteed loan- rar-lv exceeded .v^liono I>iiblu Law 101 
iruiea>ed the ^uarantx clo-^ed after IVa-mber l^, lO^'i, to J> pt-rcent on loan- 
exceedin^^ >1 ;i,000, up to a maximum miarar^tv ot Slh.OOd Sinu' ai-tom and prai 
tice in the leruiirii: i-du-ttv and -eiondaiv market ueneiaUv hrnit> \ A uniarantt-ed 
loan> to to-.- turn-- the u'Uarantv amount, thi- new i:uarantv vvill Mipport loan- of up 
to.>l>H>00 ^ ^ , , , 

\'A -upi>or-t.s the Citncepl behind the lobbMn^i re-tiittion- and di-c lo-ure- manrtal 
vi\ h\ Public Law lOl-lJl rheron^ire>> reio^MU/ed however, tlial the pur Jia-e ot a 
-m^ie lamilv home wuh a tederallv guaranteed loai. ha- not been the subject ot 
abu>e that lead to the enactment ot that -tatiite Ue -ee no reaMm whv .eitain vet 
etan> >hould now be ^ub-"' ' > '1. -e burden> -implv l)etau-e thev re.-uie in area- 
vviih ^n^'h houMr^^' co>t> 1 n 1 

Aicordinu'lv. Mr Uhaiinian \ A appreuate- vour tiitroduumi thi- luli and uriie- 
enactment ot lhi> mea>are 

S Jloo 

Mr Chairman viui al-o reque>ted our iomment> on -ettion WMit > ol S JloO \\hich 
would make techniud correction- to the houMO^; loan proviMon- added >v I uhlu 
Law loi-J.iT and on an amendment to the bill whkh would ex|)and the pilot iran-i 
turn a>M>tanie pro^'f^nn -TAP' e-labli>hed b\ that PublK Law 

Seaion lOlici ol S J loo v\ould clarif\ the pruviMon> of law providnm tor the max 
imum ^niarar.tv for \ariou> tvpe- of loan> Lnder thi- correaion intere-t r ite re 
duction loar^- \er SMLtMiO ma\ be ^niaranteed for up to slonoo Ihe uuarant\ on 
loan- exceedii^ >1 11 iHiii made tor a puipo>e c»thei than the pur».ha-* or u»n-truc 



!()(; 
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S uould authori/e puiMiit ot NOC.itu.iKil flight tniinmn under dnipU'r M on 
the «anu' totms as appK to cliaptt'r W p;,rticipant> for a l-sear teM period .'ndinn 
OctoCr l !!•!•-! Further, an amendment to this bill proposed bs ^'nator Daschle 
would ai.thor./.o benoilt pasmont lor solo tl.j.'hl tra.nin,' under both the proposed 
chapter M and eMstini; MGII5 llight training test pro^'ranis 

cCstont with our Ion,'-.tand>n,' objections to inclusion of fii.'ht trainu,, n ie 
ourontimnt; i-ducat.«n berefu p.o,'rams. VA is opposed to the addition "f;";-^' ' 
fhtlht traminn under chapter :r> As Nse have on mans occasions adMsed the Co • 
" our objection is based on our administrative .^perience and the ^^e .docu- 
mented histo v ot the nit-'ht trainint; program under the \ letnan Kra (.1 Bill i -la • 
"r"u' which' reflected that the trainin,' did not lead to jobs lo. the majority o 
trauu-es and the course^ tended to serNe aNWational. recreational and or personal 
enrichment k'oals rather than basic employment obJectlvt'^ .j 

W..behevethat Con^res^ clearls «as mindful of^uch history «hen it enacted 
tion -)•'•> ot Public I,aNN llU-2.!7. authorizing llinht t.aininn asM^tance under tnt 
MC-.Iira- a 1-vear test proilram. NMth ^ome^^hat more lestrictive proMSions than 
under the predecessor chapter :i4 Gl Bill p.o.'ram We think it imprudent and pre- 
nature to abandon thi. commendably cautious 

IliL'ht trainint! into the chapter :ii program, as NNould b 2.),!, or by deleting a MUnif- 
,'ont pasment restriction, as «ould Senator Daschles soU^nMn^-honr amendment 
to that bill, even before the MC'.IB test program has comme.iced 

n addition. Nocational ni.'ht trnininji plainly is exix-nsne Obtaining' " ",m.m^^^ 
cial pilot-^ license nnouUI cost more than the total entitlement lor an individual NNho 
■ t buted to chapter M and is enfled to nK.tchin,' lunds Unmcj the Pa. ticipant s 
con r.butionsi A -'eteran s total e.ititlement Nsould be eshausted before he o she 
had su.liciont time to complete just that one phase ol trainin;; I hi-- «ouId result in 
a substantial number ol Neterans not realizing' their employmi nt objectives 

F.nallv. we would point out that solo lli^-ht tr.unin^' «as an area P'''-"^"';^'^^'>;;'';'- 
ject to abuse under the chapter :il CI Bill Our esivrience in '''•'"'"'^'"'"f,, ^ 
•il revealed that some veterans Nsould take ciedit tor having' perlormed such train- 
inV v^ l out actualls undertaking' the solo m^'ht In other cases, instead ol seriously 
ursu n^' the experience of lis in, alone, indn.duals .ould take "'^'"f , " 

Iriends for a pleasure lli,ht or trip to M.sit other lamiK membeis or Iriends Ihis 
phase of the trainin, should not be reintroduced under . „ ,,„„... 

For .he reasons stated above. opposes S and benatoi Daschle s ami nd- 

"'m' 'chairman, this concludes mv testimony I nmM be pleased to answer anv (,ues- 
tions you 01 the membeis of the Committee may h.ue 

DFI-AKTMt-NT OK THK TkKA. I U'i . 
FlSASCIAl Ma.nac.kmk.st Sfuvk k. 
Wa-.hinf:to„. I)rJ(K\': -hih /''■-'' 

Mr C'oSKAl) I? IloKFMA.S. 

l'ritH.;:(il l)<'i>iit\ A.-.i!~Uiiit .S'ci m'/um /at hiu:'uc (inil I kinnui!; 
DflHirlmenI of Votfni'is 

Dfak Mk Hoffmas In a letter dated M..y 1 W^-'.K V'^ v-'?''"'''''tn u.T'vA i 
FMS consideration .i memorandum from the Depaitment ol \etei n.s Allans ■\.\_ 
Act.n, Ceneral Counsel adNancm, the opinion that V \ is not lequired to "•P"> ^ ' 
bilhon adNanced to the Diiect Loan RevoKin, Fund hs the ^''^t' ary o Ik I r a^^^ 
urs In Nour letter sou pioposed that the liabilitN on the books ot \ A and the hal 
.incm, asset on the books ol Tieasurs could be administratiu'ly remosed 

TheChiel Counsel ol the Financial Man..,ement . « ice has -''^'^'^d 'he .nemo- 
,and im a.s ssM as other lelesant lasss and .emulations and has concluded t at e 
base no basis to ..dministiativels lemove this indebtedness l.om ou, books In su 

d in ms lasmans .n.erpretation. it seems that '.'"'•'''Th J. dTn. "h 

the debt "it did not «o lar enou^'h in its lepslation We belieM- that sse do not h.i.i 
the authontN to "undo' the debt by administratne action 

Yo.i stated in vour lettei that you are p.epared to pursue .ippiopiiate le«isl iti. 
to aocon p ish the ^ame end Mr D.iMd Inu.Md. Chief Counsel, has olleied to ..ssis 
amsid-nnm' UrislatiNe options and ,n leMesMnu a dialt le^isl.itiNe p.opos..! ,t that 
v'Hi'd be helplul 
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I agree with you that it would be nice to remo\e thu^ la'-ge item from oui book^. 
but we need a clear direction from the Congress to do so. Miort ol <in actual P'pa\' 
mcnt * 
Sincerely, 

Ri biJKi.i, I) Morris, 
/ )epu t \ ( \)nim t,<sionef 

Enclosure 

Fl.NANC'IAl. .Ma.NAC.KMFNT SkRVK I- 
MKMORAMH'M 

Date July 17, 19S9 

To Russell Morris. Deput\ ConlnlISi^loner 
From. David A Ingold. Chief Counsel 

Subrct Veterans' Administration $17 billion Debt to the TuMsur\ Vnai^r the 
Direct Loan Revolving Fund 

This memorandum .s in response to \our request for view of the Veterans Adminib- 
t rat ion i\'A) General Counsels opip.on rtgarding the above referenced subject 
matter The ^ As General Counsel has reccntlv issued an opm.on that the legisla- 
tive history of the Direct Loan Revolving Fund (DLRFi supports the position that 
Congress intended that VA not repav monevs advanct-d to the DLRF bv the Tie«s- 
ury Foi the reasons discussed belou. we disagree with that opinion 

BACKGROUND 

The DLRF was originallv established bv section olA o( the .Servicemen's Re<idjust- 
ment Act of UM 1 as added bv the Housing Act of iDoO. ch IM, §:>(ll(hi. (>1 S»at 7.") 
(IMoOi Section :^01ihJ of the UK'jIt Act also added section :A2 to Title V of the Service- 
men's Readjustment Act Both sections authorize tlv Admimstratoi of Veterans' Af- 
fairs to make direct loans to veterans for the purchase or construction of houses or 
for the construction or improvement of farmhouses The authuritv to make direct 
loans was to expire June .'JO. VXA 

For the purpose of pro* .ding funds netessarv to make these loans to veterwis, set- 
tion ')VA directed the Secretarv of the Tteasuiv to make available to the Veterans 
Administrator such sums as the Admimstratoi re«jupsted Housing Act of l!K")0, ch 
^M. §;mi(hi. Stat 77 (1«):>0) In ordei to make these sums available the Secretarv 
of the Treasurv was authorized to use. as a public-debt transaction, the proceeds of 
the sale of securities issued under the Second Libertv Bond Act IJ Repav niLMits of 
the principal of loans made to veterans weie leturned to the Treasurv as miscella- 
neous rwipts /(/ Section aNo provided that on all advarnvs made bv the Secre- 
tary of the Treasury the Veterans' Administrator would pav seniiannuallv to the 
Treasurer of the United States interest at the rate or rates determined bv the Secre- 
tary of the Treasury, taking into consideration the current average rate on out- 
standing marketable obligations of the United States as of the last dav preceding 
the advance /(/ Such interest would be pav able on the amounts of the funds so 
made available less the amounts deixjsited bv the Veterans' Admimstratoi in mis- 
cellaneous receipts Id 

Section r>i;^ of the Servicemen's Readjustment Act \vas subsequently lecodified as .>>^ 
use § 1K2:^ Although new advances weie authoii?ed and deadlines extended, the 
basic law remained generally as originallv enacted In lH7(i. the Congress enacted 
the^ Veterans Housing Amendments of l!t7(i. Pub L No IM-:>Jk \H) Stat 720 il!»7(>i 
(11^70 Amendment! Section (i of that enactment. *KI Stat 721, n.ade change's to 
use § 1S2S in order to "make permanent the diiect loan revolving fund * HP 
Rep 91-S0(;. iMth Cong 2d Ses^: at 1.") (ll)7{ii 

DISCUSSION 

1 VA (tOfwral (oumu'l '.s Optnion 

The V\'«; CJeneial Counsel has taken the position that t\)ng»ess did not intei.d for 
V/ to repav monevs advanced to the DLRF bv the Treasury In suppoit o( tin's posi- 
tion, the VA's General Counsel has cited to* the language deleted from USC 
§ b> the 1!>7<; .\mendment and to the congiessu rial debaies pieci-ding tin- en- 
actment of Pub L No !U :i2l The VA's Geneial Counsel ha^ concluded that the 
congressional debate^ and the legislative histo.v of this enactment e\[)re's's ^ lUmi 
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congressional inkMition to make the DLRF permanent and to renH)\e the require- 
ment that VA return the moneys advanced from the Tieasur> 

The legislative history of the 107() Amendment. Dlth Cor ^ 2d Sess at V4~u (IijTOi. 
demonstrates the clear intention of Congress to make th^ DLKF permanent b> Mat 
ing that' 

lT)he Committee thus reaffirms its commitment to the direct loan progiam 
b\ deleting the scheduled termination date of the direct loan re\oUin[T fund 
which assures its continuation as a permanent program 

This intent is further evidenced bv the remarks ot Senate Veterans' Affairs Com 
mittee Chairman Hartke immediatel\ pnur to the final Senate passage of this meas 
ure Senator Hartke stated 

|C)onsistent with the intention of the Congress to make permanent the 
direct home loan program, a sentence in subsection l!)2;^(ai has been delet 
ed That sentence relates to disposition of funds after the expiration of the 
direct loan program This sentence is both unnecessar> and ambiguous \ 
cause the program is made permanent under the Veterans Housing Amend 
ments Act of 197(> 

122 Cong, Rec S9107 Idaily ed June II. 

The U)7() Amendment deleted the follo\Mng sentence from § IS^.'^iai 

After the last da\ on which the Administrator ma\ make loans under sec- 
tion 1811 of this "title, he shall cause to he depjsittd with the Treasurer of 
the United States, to the credit of the miscellaneous receipts, that part of 
all sums in such revoKmg fund, and all amounts thereafter received, repre- 
senting unexpended advances or the repa\ment or reco\er\ of the principal 
of direct home loans, retaining, however, a reasonable reserve for making 
loans with respect to which he has entered 'nto commitnuMits wiih \eterans 
before such last day, and a reasonable reserve for meetaig commitments 
pursuant to subsection 1820k' i of this title 

The 197(> Amendment removed the following language fiom § ISJ^^iO 

[A)nd not later than June li)7(\ he shall cause to be so deposited all 
sums in such account and all amounts leceived thereafter in repa\ment of 
outstanding obligations, or otherwise, except so much thereof as he ma\ de- 
termine to be neces^^ary for purposes of liquidation of loans made from ^he 
revolving fund and for the pur'' >es of meei. ,g commitments under subsec- 
tion li)2()(ei of this title 

The VA's General Counsel pointed out that Congress has sign.ficanth restricted the 
DI.RF thiough the appropriation process Annual appropriations aits ha\e author 
ized the transfer of significant sums from the DLKF to the Loan Guarant> Re\ol\ 
ing Fund. 'AX USC § 1S24 In addition, the VA has been limited to making $1 mil- 
lion per \ear indirect loans The VA'a Oener.;! Counsel indicated that no provision 
has been made for repa\ment of advances 

The VA's General Counsel concluded that the l!>7tl Amendment to USC § 1^2:^ 
evidenced a congressional intent that the DLRF would be permanent, and that ^'A 
was not obligated to return mone\s previous 1> advanced b\ the Treasurv Uy lon 
eluded bv stating that "subsequent appropriation language authorizing transiers to 
the Loan Guaranty Revolving Fund would fiirther indicate that Congress did not 
intent thai VA would repay moneyt> advanced to the DLRF " 
2, The VA Remutns Obli^^atcd to Reixn the Funds Adtur ed b\ the Trvasun 

It IS our opinion that although the HLRF was made permanent in VMH the VA has 
not been relieved of its obligation to repa.v the monevs advanced b> the Treasurv 

The Federal Claims Collection Act (FCCA) established a government w ide svstem o( 
debt collection 'M USC §§:ni)l-:n2l) The Acc authorizes coinpiomi5.e. suspension, 
or termination under the criteria established b\ the regulations The Act has iki 
pi'ovision authorizing an administrative agencv to "waive" a debt -laiai ri- 
i:>i>7()8, September 2:^. UMifi 

"Waiver" of a debt is a forgiveness of the debt and relieves tht debtor fitmi having 
to repav it More technicalK. it is dn intentional relinquishment ot abandonment 
of a known right or privilege" VA Comp Cien oil. 'M\ Waive, is authorized 

bv statute in certain instances FAamples aie T) USC §.";>S1 and 10 L^SC 5} 277 J 
reli'ung to certain claims against Fedeial uvilum emplovees and inihtar> peisonnel 
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Mobt importantl>. abt.ent statuton authority such a^ the example.^ cited— and a^ain 
the Federal Claims Collection Act provide' no buch authorit>— no one i^ authorized 
to \Nai\e a claim ouing to the United States PnnnpU\s of FvilvnJ Anpntpruittofus 
Imu\ ll-189Ust Ed li)82i 

The FX7CA applies to the collection of a debt oued to tno United States unless there 
is other applicable btatutor\ authority regarding waiver 

In this case, re\ie\N of the applicable statute Uc, The Ser\icemep's Readjustment 
Act of 1944. Section ."i:^ of the Housing Act of VXA), legislative histor\ and subse- 
quent amendments!, reveals no language authorizing; waiver of repavment of the 
mone>s advanced bv the Treasurv Moreover, the sparse legislative historv of sec- 
tion 513 reflects that, as origin all v enacted the purpose ol the statute was to pro- 
vide funds necessarv to make direct loans to veteran.s Slth Cong, lid Sess JITjO 
(19501 Repavment of advanced funds was not at i.^^sue in either the hearings on the 
proposed legislation or the legislation itself, however, the language of the legislation 
demonstrates that repavment was e:.pi*cted The enabling legislation, section oi:; of 
the Housing Act of 1 ;).*)(), states 

lai jtlhe S<*creia-v of the Treasurv is herebv authorized i.nd directed tu 
make available to the Adniini.Mra'ior ,*^uch sums, not in excess o*" 
$1. "30. 000.000. as the Administrator mav request from time to time 

<bi On advances bv the Secretary of the Treasurv under subsection <a) of 
this section, less those amounts deposited in miscellaneous receipts under 
subsections lai and id hereof the Administrator shall pav seniiann'iallv to 
the Treasurer of the United States interest at the rate or rates determined 
bv the Secretary of the Treasurv. taking into consideration the current av- 
erage rate on outstanding marketable obligations of the United States as of 
the last day of the month preceding the advance 

Section 51;^ directed th^* Secretarv of the Treasurv to make certain sums available 
to the Veterans' Administrator and provided that in order to make these sums 
available authorized the Secretarv of the Trea arv to use. as a public-debt transac- 
tion, the proceeds of the sale of securities issued under the Second Libt^rtv Bond Act 
hi at 21.')! Section ."1.-! further provides that the X'eterans' Administrator would 
pav interest semiannuallv to the Secretarv of the Treasur on all advances made bv 
the Secretarv of the Treasurv /(/ Later amendments to the statute, includiiig the 
amendment referred to in the VA General Coun.sel's opinion, continue to require 
the \'eterans' Administratoi \i pav interest semiannuallv on all advances made bv 
the Secretarv of the Treasurv Thev also allow the Secretarv of the Treasurv to use. 
as pubhc debt transaction, the proceeds of the Stile of anv securities is,sued under 
chaptei Ml of Title 'M in order to mak" advances to the revolving fund The legisla- 
tive historv and language of section "1.^ clearlv evidence an intent that the monevs 
advanced bv the Secretary of the Treasury be repaid 

The VA's Cleneral Counsel has pointed out that subsequent legislation removed the 
requirement that repavments of the firincipal of the loans made to veterans be de- 
posited into miscellaneous receipts He stated that this along with the fact that the 
DLRF has become permanent and is evidence of Congress^ intent that \ A is not 
obligated to return monevs previouslv advanced bv the Treasurv He further states 
that subsequent appropriation language authorizing transfers to th^* I>oan (iuarantv 
Revolving Fund would indicate that Congress did not intend that VA would repa> 
moneys advanced to the DLRF 

While the VA's General Counsel is correct in stating that the DLRF has become 
permanent, the language regarding repavments refers to repavments on the priiici 
pal of the loans to veterans The VMi\ Amenament removed the requirement that 
lepavments on the principal of the loans to veterans be deposited into the miscella- 
neous receipts account in the Treasurv Instead, the repayments would be deposited 
diiectly into the DLRF in order to continue to reimburse the Fund This language 
does not address repavment of the monev s or iginallv ^idvanced bv the Secretarv of 
the Treasury 

As the above makes clear, there is no sttitutorv authoritv which allows waiver of 
the amounts advanced bv the Secietarv of the Treasurv ic the DLRF The legisla- 
tive historv and subsequent amendments do not provide the waiver authoritv re- 
quired bv the FCC A Further, the continued requirement in the statute and aniend- 
ments that the Administrator pav interest to the Treasurer of the United States on 
the amounf^ m the DLRF evidence an intent that the advances he repaid 
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It IS our opiiuon that Vhe Veterans Administration it? required to repa\ amounts ad 
vanced by the Secretary of the Treasury to the DLUF, i c. $1 7 billion Section 
of the Servicemen's Readjustment Act of 1944 as added by the Housing Act of 197)0. 
recodified at 38 U.S.C. § \^2S contains no authority allowing waiver of the amounts 
advanced In the absence of such authority* no one is authorized to waive a claim 
owing to tho United States Since the VA'b indebtedness cannot be removed admm- 
istrativelv from its accounts, ii is necessary for VA to proiX)se appropriate legisla- 
tion to accomplish this end 



Dkpartment of VtrrERANS Affairs. 
\Vas<;hwfrUm. IK M^O. May 30. 1990. 

Hon, Alan Cranston, 

Chairman. Committee on Veterans' Affairs. 

United States Senate, 

Wasbinf^ton. DC 20510, 

Dear Mr, Chairman At the Ma> II, 1990, hearing. Chief Counsel Jonathan R 
Steinberg asked whether mergi.ig the Lx)an Guarant\ Re\uKing Fund iLGRF' and 
the Direct Loan Revolving Fund iDLRFi would affect VA's authority to make direct 
loans lo veterans, VA Lx)an Guaranty Service Director Keith Pedigo responded that 
it would not, Mr Steinberg then asked Mr Pedigo to confirm that opinion with the 
VA General Counsel 

I am pleased to advise vou that this Office concurs with the conclusion conimuni 
cated by Mr Pedigo 

VA's authority to make direct loans to veterans is contained in section IMl of 
title 38, United St^ites Code That section does not specifv how such loans are to be 
funded Currently, funding is provided by the DLRF, 38 U G C § 1828 Everv annual 
appropriation act since 1981 has limited VA to making $1 million in direct loans per 
fiscal year in connection with specially adapted housing. 

Should the Congress decide not to include this limitation in future appropriatiDns 
acts, VA would be free to resume making direct loans, subject to the availabilit) of 
funds The proposed merger of rhe DLRF ind the LGRF, contained in the VA legis 
lative proposal (section 9 of S 2484) would permit the use of the balance in the 
merged fund to make direct loans Nu impediments would exist, except anv restric 
tions that might be contained in appropriation acts 
Sincerely yours, 

Raoui. L Carroll. 

General Counsel 



PREPARED STATEMENT OF HON THOMAS E COLLINS III. ASSISTANT SEC- 
RETARY FOR VETERANS EMPLOYMENT AND TRAINING. DEPARTMENT 
OF LABOR 

Mr Chairmi^n and distinguished members of the Committee. I am pleased to 
appear before vou to discuss matters contained in S 2100 pertaining to the emplov- 
ment needs of this Nation's veterans, amendments to S 2100 to expand the pilot 
program of employment and training information services to separating members of 
the Armed Forces, and S 254^, the Administration-proposed legislation to make all 
separating service personnel eligible for services under chapter 41 of title 38 

I would first like to share with you the current status of the Transition Assistance 
pilnt The Veterans' Emplovment and Training Service (VETS) is in the unique and 
privileged position of being able to address one of the most important topics that 
ma> face us in the militarv and veterans' arena in this decade As planning foi the 
possible downsizing of our militarv force continues, I am very pleased to report to 
you toda.v that the first Transition Assistance Program workshops begin this month, 
offering job search assistance to active duty serviceniembers scheduled for separa 
tion 

The basic concept of the Transition Assistance Program (TAP), as authorized b> 
Public' Law 101-237 as a pilot program, is to provide serv iceinembers. before thev 
leave active dutv. with sufficient vocational guidance to allow them to make in 
formed career choices The statutorv requirement is that the pilot program be estab 
lished in not less than 5 States and not more than 10 States 

Such guidance and services will include information on career decision making, a 
realistic evaluation of eniplovability, substance abuse information, current occupa 
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tional and labor market infurmation, a re\io\\ of tlie tuoU to conduct a buccesbful 
job search, and a\ailabiht\ of trainum pro^'ranib Further, facilitators \m1! offer 
lirect assistance m obtaining training or job placement and veterans' benefitb inlur- 
hiation Thib bhould a^bibt the \eteran 4n making the initial transition fiom .-^^ilitarv 
sen ice to the ciMlian workplace with less diificultv and at less o\erall cost to the 
go\ernmem This will also pro\ide the ?teran with the necesbar\ toolb, informa- 
tion, and skills to make subsequent employment decisions success! ui I \ 

While veterans generally enjo\ a ^a\orablo emplo\menl rate in relation to the 
N\it ion's job market, \eterans with multiple barriers to employment experience dit- 
ficulty in competing successfully in the labor market We bclieNe that the TAf' pru 
gram will significantly reduce long-term employment-related pro! lems for many 
separating servi cemem be rs 

Two keys for a successful TAP {.rogram are, first, the coordina .on and linkage 
with both the Departments of Defei.se and Veterans Affairs iDOD and DVAi, and 
second, an extensive pilot test to both fine tune implementation and operating pro- 
cedures and to gather data to evaluate the viability ol the program 

Working with both DOD and DVA, we are initiating a limited pilot program at 
military bases in 7 States during KY l!)90. Our plan is tlien to expand the pilot test 
to an additional 28 bases in FY within the 10 allowable States 

TAP will be offered to serv icemeriibers separating or retiring through normal 
channels This coordinated program between DOL. IX)D and DVA is aimed at pro- 
viding employment and training services to separating serv icemembers DDI. also 
has coordinated with the participating States to provide trained Disabled Veterans 
Outroa:h Program specialists iDVOPs* and Local Vetera^^s Kniuluyment Represent- 
tiives (LVKRsi to facilitate the Jl-day job assistance workshops, provide materials 
which includes the participants workbook, and provide lutomation equipment 
training 

TAP )s also offered to serv icemembers bting separated due to a service-connected 
disability as the Disabled Transition Assistance I^ogram iDTAi^ DTt\P includes 
the ;Ulay workshop but also an additioiuil 1-hour block of instruction to dit ermine 
the job readiness uf the separating serv icemember Both components will piuvide 
employment assistance and information to serv icemembers using interactive teach- 
ing methods provided by DVOPs and LVKI^. inclu '.ng written materials developed 
by VE)TS and automated tools 

One such tool is the Civilian Occupation Labor Market Information System 
iCOLMISi COLMIS is an auton)ated mform.ition system vvhic'j ili prov ides occupa- 
tional outlook infoimation at the county level for selected occupational fields, tj) 
provides current information at the county level on the availability of jobs, the wage 
rates of those jobs and local unemployment rates, and lii) converts military skills to 
both the Dictionary of Occupat loiial Titles iDOTi for civilian jobs and OPM's Hand- 
book X-118, Qualifications Standards for Positions m the General Schedule 

DOD has coordinated the pr-ograni within each service, providing adequate i?pace 
to conduct the workshop, and has designated one individual per military base to co- 
ordinate activities at the wurk^hor^s Workshops liave been scheduled through the 
end of the fiscal year 

DVA personnel will pr-ovide veterans' benefits information for both TAI^ and 
DTAP participants, with special emphasis on the service-connected disabled Region- 
al DVA offices have JiHjrdmated with military base personnel, resulting in the avail- 
abilitv of DVA-delivered veterans' benefits i:iformation m each wcjrkshop 

TAI^ sites FY UMM)- 





Camp pi^i'Oifiton 


Marines 


Texas 


San Antonio 


Air Force 


Virginia 


NoflolK 


Navy 


Florida 


j.^:ksonvil!e 


Na^ 


Oofgia 


For! B<*nning 


Army 




Fo't McPfiA'soo 


Army 


Loutsana 


Fort Polk 


A'r^y 


Coioraco 


Fil/simnons Anny Hosptta' 


Army 



DTA}^ Will be pilot tested at three militaiy h(jspitals m FY VMHK one hospital 
each for the Navy uncludmg ,Marine Corpsi. Army and Aw Fu,ce where disability 
.separations occur DTAP is aimed at providing eaily intervention and compreherl- 
sive employment and tiainum seivice.^ to separating >er v ice-connected disabled as 
soon as they ar-e notified by the Physical Evaluation Pioard then release fiom 
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active dut>. DOL will coordinate with t*:e State ^o identif\ one Disabled V'eterans' 
Outreach Program specialist for each participating hubpitai to proMoe all applicable 
vocational guidance and emplovment and training ser\iceb through their )Ut reach 
efforts D\'A will provide \eterans* benefitb information and direct personal assibt 
ance to each participant If job read\. the participant will attend the jub assistance 
workshop. If not job read\, DVA will begin to enroll the participant in all appropri- 
ate veterans' assist^^nce programs 
DTAP sites FY 1990 



Texas San mm Air force 

Colorado Ftlzsimmons Army Hospilal A'mv 

Flonda Jacksonville Navy 



As required bv Public I^iw 1(11-2:^. the Transition Assistance Program will be 
evalua* d and a report made to Cungiebs in Ma\ The e\aluatiun. conducted b\ 

indepc ^dent contractors. uiU consist uf two components the process content e\alua- 
tion. and a postsemce ;mpact longitudinal study 

The process/ content evaluation will re\iew and correct an\ deficiencies in the fa- 
cilitator training, program materials. COLMIS information and administrati\e sup- 
port b> all Federal and State agencies This e\aUiation has alread\ begun and will 
be a continuing function The first formal jn-process re\ieu will (xcur midsumn er 
1990. 

The post service mi pact longitudinal stud\ will ab>ei>s the benefits of participation 
for TAP participants. California s Career Auarenesb Program participants and a 
control group of similai nonpaiticipants This will include an anal\sis of nostmili 
tar\ i)eriods o! employment uneniplo>nient, occupation. salar\. training, education 
and demographic information 

While DOL IS the lead agenc\ in implementing the Transition Assistance Pro- 
gram, I work closel\ with the Assistant Secretar\ of Defense for Force Management 
and Personnel and the Assistant Secretar\ of Veterans Affairs for Wtcrans Liaison 
and Program Coordination Additionall>. 'ni\ staff in Washington and in the field 1*^ 
invoUed on a daiU basts uith the DVA components of .he Veterans Benefits Ad- 
ministration. DOE and niilitar> branch poiiits of-contact. and State Eniplo\nient Se- 
curity Agencie.' 

I now turn iii\ attention to the Disabled Veterans' Outreach Program iD\'OPi and 
the proposal to continue this program be>ond December .SI 1!MU 

The Disabled Veterans' Outreach Program is one o( oui most \aluable piogranis 
that has served our \eterans. particularl\ disabled and X'letii.^m-eia \eterans. this 
past decade and continues to ser\e them now It is at the heait of our efforts to 
address the eniplo\nient problems of these \eterans As \ou kiiou under existing 
law. with respect to our \eterans programs, the definition of "\eteran of the Viet 
nam era" e.xpires as of December HI. 1991 

The DVOP program uas designed o\er II) \ears ago .-.pecificalU to ftjcus on Viet 
nam-era and disabled \eterans 0\erall. Vietnam-era \eteians are now enjo\ing a 
ftnorable eniplovineiit rate in relation to the Nation's job market Floue\er. there 
continue to be subgroui)s uith se\eie emplu\nient problems Among these are the 
disabled Vietnam-era \eterans. for uhoni the DVOP program vsas designed and is 
servmg. 

Our DVOP specialists still ha\e considerable uork to do in ser\ing the needs of 
the difficult to ser\e \'ietnani-era \eterans Because of their special tiaimng m out 
reach efforts, the> can be of great ser\ice in assisting the harde'^t to pkice find per 
manent employment, and the dignity tha*. goes with it 

In addition to meeting those needs, as we look at the labor force as ue approach 
the >ear JOUO, we see an o\erall worker shortage and dramatic changes in the uork 
place requiring skilled and specialized workers This projection is cnticalU inipor 
tant since it means that we in the Veterans' Eniplo\ nieiii and Tiaining Service 
must better prepare to address the training and placement difficulties experienced 
by the previously mentioned unemployed veterans 

The proposal in S 2U)U would extend the definition of the Vietnam-eia \eterans 
provision through li)9:i and, concurrent 1> . extend the DVOP Program We beliexe 
that It IS premature at this time to e.xten'd the current definition foi 2 years In con 
junction with this, the Administration uill be considering the related question of 
the current formula for the DVOP program uhi' ' based on Vietnam-era and dis- 
abled \eterans. However, belore extension of the ^.rent DVOP program, we bt'liexe 
that fundamental changes should be explored cO be resix)nsi\e to the challenges 
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ahead The DV'OP program should be anal>2ed both \vith regard to staffing formula 
and, more importantly, with regard to its mission The scope of the DV'OP special- 
ists should be studied to assess the impact of service to other groups of veterans in 
need while continuing to ser\e our disabled veterans, with particular focus on the 
disabled Vietnam-era veteran This expanded mission could include priority services 
to active duty servicemembers preparing to transition back into the labor market 

The amendments in S 2100 regarding the Transition At »istance Program would 
authorize the Secretary of Labor, in consultation with the Secretary of Veterans Af- 
fairs and the Secretary of Defense, to expand the TAP pilot to more than lU geo- 
graphically dispersed States if it is determined the program is successful, that ex- 
pansion IS necessary to effectively meet the needs of increasing numbers separat- 
ing servicemembers. that sufficient resources have been provided to the program 
and. if expanded, will continue to be so provided by all three Departments, and that 
expansion will not interfere with the provision of service or benefits to eligible vet- 
erans The amendment would also require the Secretary of Labor to request partici- 
pation and contribution of additional resources for TAP from DOD, DVA and veter- 
ans' service organizations, and to give advance notice to the Veterans' Affairs Com- 
mittees of any proposed expansion 

We support the intent of the proposed legislation to authori?.e the expansion of 
TAP To permit VETS and the VA to work closely with DOD to plan for an expedit- 
ed delivery of employment services to increasing numbers of separating service- 
members, the current lO-State restriction should be lifted However, the amendment 
places cumbersome and prohibiuve restrictions on the Secretary of Liibor s ability to 
plan effectively for DOD force restructuring These additional required administra- 
tive determinations could have the unintended effect of delaying expansion ul TAP 
when It may be needed to meet the needs of soon-to-be separated members of the 
Armed Forces Furthermore, it is not clear that some of them would have any effect 
other than to cause delays, because the conditions they address would be self-poliL- 
ing The two conditions regarding sufficient funds are in this category By defini- 
tion, the level of resources available to the thrit departments will be determined by 
congressional action on appropriations 

Our objective is to allocate whatever resources are available in the manner that 
produces the best service for our client population. We need flexibility to io this 
We are pursuing TAP beCt.iise it appears to be an efficient way to use our resources 
to reach large numbers of soon to-be veterancs with needed labor market and veter- 
ans' benefits information 

Regarding the requirement ♦hat expansion of TAP not interfere with the provi- 
sion of services or other benefiis to eligible veterans. let me assure you the Employ- 
ment Service, particularly DVOPs and LVERs, will continue to provide priority em- 
ployment and training assistance to veterans, with focus on disabled and Vietnam 
era veterans Thus. I do not believe that the provision of TAP services diminishes 
the availability of employment services to eligible veterans Moreover, as DVOPs 
and LVERs reach large numbers of soon-tobe veteran.s with comprehensive job 
search assistance and information just prior to their separation from service, more 
future veterans will be provided the iniormation they need to make a smooth and 
successful transition to civilian life In fact, access to large numbers of soon-to-be 
separated personnel at military facilities should lead to a positive iitili/<'ition of the 
Employment Service, as more new veterans will have been introduced to the serv- 
ices It can pro ide This should t . ''le states to meet more easily their performance 
standards in providing services ,elerans This initiative to offer transition em- 
ployment services to soon to-be veterans also provides an opportunity to the Employ- 
ment Service and my office to seek new employers who would like to hire veterans 

The Administration believes there is i* need to provide employment and training 
a.ssistance to those who leave active military service even before they are actually 
discharged or released We wholcneartedly sup{>ort revising the eligibility of veter- 
ans to be served by DVOP and LVER staff to include members of the Arrned Forces 
before discharge to allow DVOF\s to serve these soun-to-be veterans We sent legisla- 
tion to the Congress on April 'S^ wah the same purpost Our proposed legislation, S 
would revise section 2001 of title United States Code, to amend the defini- 
tion ol "eligible veteran " Military service personnel who are leaving the military 
foi civilian employment would be eligible to receive all of the employment and 
training services currently avaiUible at the local employment .serv.^e office Thus, 
enactment of S 27yM\ would provide the Dep irtment of Labor with the authority and 
llexibility to expand the TA!' program as needed To respond to the fluctuating 
nature ot planning foi force restructuring, su^h authority and flexibility is neces- 
sary in order for the Labor IXpiirtment to be a partner with the Department of De- 
fense in assisting oui Nation s soon to-be veterans 
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In summary, the Department of Labor is pleased to take the leadership role, co- 
ordinating with the Departments of Defense and Veterans Affairs, in proMding em- 
ployment assistance to separating servicemembers 

Thank you for this oppoitunit> to express m\ views I will be pleased to answer 
any q^* est ions 



PRE! \RED STATEMENT OF LT GEN DONALD W JONES DEPUTY ASSIST- 
ANT SECRETARY FOR MILITARY MANPOWER AND PERSONNEL POLICY. 
DEPARTMENT OF DEFENSE 

Good morning Mr, Chairman Thank vou for the opportunity to present the De- 
partment of Defense iDoD) position on the proposed bill which would amend chapter 
41 oi title ^^8, United States Code to expand the pilot program which offers employ- 
ment and training opportunities to ser\ icemembers separating from the acti\e force 
The existing program is currently referred to as the Department of Uibor iDoL» 
Transition Assistance Program iTAPl I belie\e some background about TAP's im- 
portance to DoP IS in order 

As >ou know, the quality of our people is better than ever Our ArnKi Forces 
recei\e a \oung. highU motivated, and eager person from high school, and trains 
that person for a specific military skill In all, we bring in nearly 300,000 new 
people e\erv year from the ci\ilian sector, and return just about as many But \yhat 
we give baJk IS an asset to the community— a highly skilled, loyal, and disciplined 
person who is diug free and motivated to contribute his skills, knov ledge, and mili- 
tary experience to the civilian community Our people are very nui< h in demand by 
business, and industry, as well as State and local go^.^nmenl Tht\ are a national 
resource 

Due to the changing world situation and a constrained budge (. niajor reductions 
to our force structure are being planned As we execute these reductions, we must 
be concerned about those who are staying as well as those whom we need to sepa 
rate. We have given serious thought to this challonge and have developed an outline 
for a Transition Assistance Management Plan (TAMPi which incorporates the TAP 

The TAP IS designed to ass.st the transition of trained military jwople to the civil- 
ian work force Implementation of this program ii> a complex intergovernmental 
effort led b\ the Department of Labor iDoLt in cooperation with the Departments of 
Defense (DoD) and Veterans Affairs (DV A i. which began officially on May 7. at Fort 
Eustis. VA where the first TAP workshop was conducted The TAP is important to 
the DoD for several reasons First, the program provides servicemembers. either sep- 
arating or retiring, with the skills and knowledge to assess their professional, tech- 
nical, and vocational capabilities, conduct job searches, develop resumes, and pre- 
pare for interviews The TAP also provides for follow up job placement resources 
through the DoL state employment services offices We anticipate the program will 
plav a significant role m reducing the level of uneniplu\inent and comr nsation as 
sociated with those members leaving the services. 

The current pilot program is scheduled to take place at IS DoD installations^ in i 
States through UUH Existing authority for the piogram i Public Law 101-2:^1 re- 
quires that an evaluation and report be .ubmitted by OoL to Congress in FV 1!M»2 
In addition to the DoL program evaluc.tDn. DoD plans to obtain participant feed- 
back and after-action reviews from selected sites Senator Cranston's proposal to 
amend existing authoiity for the pilot program would expand the curreni program 
bv authorizing the DoL to conduct the program in more than 10 States 

'The Department of Defense strongly supports the intent of the proposed amend- 
ment We believe that servicemembers m good standing, whose plans for a career in 
the militarv are cut short, need and should have some job placement assistance in 
switching to a career m the civilian sector The TAP program is particularly impor- 
tant for our younger enlisted and officer personnel who have not had the opportuni- 
ty to aiuilv/e their caieer goals in terms of work ou.side of the military, and who 
may not have had to go through a civilian job search TAP ls a comprehensive pro- 
giam that will assist militarv men and women integrate personal values, family 
considerations, education, finances, and location in making their career decisions 
In general, we favor vour proposed amendment. Mr Chairman, because we antici- 
pate that we will need to expand the program befoie the 11M>-J report to Congiess. 
perhaps as early as June IHOI Although the actual si/e of the dravvdown is still 
uncertain, we vvant to be piepared to assist our military personnel Unfortunately, 
the proposed amendment does not go as far as we believe necessary to expand the 
program We would like certain sections of the proposed legislation clarified to pio- 
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vide the DoL. DoD id DVA with the flexibiht) needed to manage the VAV in the 
months ahead. 

We concur with the TAP expansion, to "more than 10 geo^'raphically dispersed 
States" as expressed jn subsection (ai. but recon.mend a change tl;at would allow 
expansion of the program to overseas areas since servicemembers separating from 
those areas do not have ready access to job information or DoL services and are at a 
disadvantage in securing employment counseling prior to being separated We also 
Wv>uld like the authority to provide TAP services to the spouses of servicemembers, 
who currently are provided for on a space-available basis only, and DoD civilians, 
who are excluded 

We concur, as written, with subsection "(b) Requirements— The Secretarv mav 
expand th pilot program referred to in subsection (ai only if the Secretar>* deter- 
mines, after consultation with the Secretary of V'eterans Affairs and tne Secretarv 
of Defense that;— (D the progran has been successful m providing beneficial infor- 
mation and training to members separated from the Armed Forces, i2) the expan- 
sion ecessary to address effectively an increase in the number of such members 
who will be separated from the Armed Forces in the future " and '141 the pro- 
gram, if expanded, will continue to receive sufficient funds, personnel, and other re- 
sources to achif /e the purposes for which the program was established. " We 
defer to the DoL and the DVA on subparagraph "15) the expansion will not interfere 
with the provision of services or other benefits to eligible veterans and other eligible 
recipients of such services or benefits" However, we recommend certain changes to 
subparagraph ibKH 

Subparagraph (bniii, requires the Secretary of Labor to ensure that the piogram 
has sufficient resources from DoL. DoD and DVA We recommend that the Congress 
authorize and fund the DoL and DVA to provide the resources This would give 
funding to the activate*; providing the service and simplifv the administration of the 
program 

Next, we concur with Sen.'tor Thurrnond's proposed legislation to amend title -iH. 
United States Code, chapter 41 This proposal would revise the definition of the 
phrase "eligible veteran," and thereby make the State employment services, cur- 
rently available only to veterans, available to servicemembers 'who are eligible for 
separation under c* ^charge, other than dishonorable, within DO days Pa.ssage of this 
legislation would permit the counseling and job placement services, that are Imuted 
currently to veterans, to be available to separating personnel This amendment 
would provide an important service for separating military personnel. 

You have requested that I comment on the Department's position with respect to 
measures relating to the amendments to title 10 and title :^S, United States Code (S 
2483). to make certain improvements in the education assistance program for veter- 
ans and eligible persons In general, we support the bilL We have sevvMl minor con- 
cerns—first, the provision of the bill addressing acceptance oi alternate secondary 
school credentials should be amended to refiect Secretarv of Defense Vice Secrotarv 
of a Military Department approval of alternate credentials This avoids inconsisten- 
cies, assuring that each approved credential spans the services Second, the admini,s- 
trative amendment in section liOl of the bill requiring an honorable discharge 
should be clarified While we have no overall objections to the provision, we need to 
ensure that we preserve the entitlements for those who honorablv complete their 
qualifying enlistments 

The proposed amended legislation, S 2.')87, introduced by Chairman Cranston and 
Senator Daschle, would permit benefits for solo fiight training for chapter i^O and 
chapter :}2 participants and for reservists under chapter UH; of title 10 DoD cannot 
take a position on the proposed legislation at this time because we have not had an 
opportunity to analyze the impact of the S. 2:>:}7 on the Defeiisse Department How- 
ever, our in tial review of this proposal, particularly the amendment to extend eligi- 
bility for solo nights in aviation training, leads us to recommend completion of the 
4->ear test program as presently required for chapters 'M) and 10(> 

Mr Chairman, we appreciate your intere.st and concern for the active dutv servi- 
ce member during these challenging times I believe we all want to ensure these tal- 
ented. highl> moti\ated individuals are provided the skills aiui knowledge to contin- 
ue as productive citizens in our society 



F'Rf':F^\RED STATEMENT OF JAME:S '\ HUBHARP DIRECTOR. NATIONAL 
ECONOMICS COMMISSION. TH'i AMERK^XN LEGION 

Mr Ch..iiman. thank you for the opportunitv to iippear here todav on behalf of 
the 1 million members of The American I^egion 
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Let me begin. Mr Chairman, by commenting on S 2W Section \0\ of that bill 
would postpone until December 31, UWi. the limitation on the counting of Vietnam- 
era veterans in the funding formula for the Disabled Veterans Outreach Program 
(DVOP) While The American Legion does not oppose such a postponement, ue 
would strongly recommend that the sunset date be eliminated completely 

What makes this issue important to The American legion is the fact that the 
present system of providing priority or "maximum" service to Vietnam-era vr ?rans 
tpnncipally through the Public Emplo>ment Servicei is the statutory foundation in 
chapter 42 upon which priority serv)ces to all veterans is based When chapters 41 
and 42 were substantially rewritten in lOTi:. ♦he Wagner-Peyser Act of m:\ provid- 
ed coequal statutory authority for veterans' services Wagner-Pevser references to 
veterans, however, were eliminated with the passage of the Job Training Partner- 
ship Act in 1983 Chapters 41 and 42 are therefore the onlv codified authorit> for 
veterans' employment programs Eliminating the references to Vietnam-era veter- 
ans would substantially undermine veterans' employment services 

There is no better illustration than looking at what would happen to the Disabled 
Veterans Outreach Program should a sunset uate remain in law Under current 
statute, the Labor I>epartment must fund one DVOP position for every o.i^OO dis- 
abled veterans and Vietnam-era veterans If there suddenly cerises to bi' a X'letnani- 
era veteran as of December 1901. then the staffing level of ',he program will be 
based solely upon the number of disabled \etcrans This will have the effect of re- 
ducing the number o! DVOPs from the current 1.9S4 to 472. or a 7.') percent rediK- 
tion It would constitute a 4;^ percent reduction in the number o( Neteran-dedicated 

^^*\Ve note. Mr Chairman, that S 2100 adds a new aehmiting date to chapter U of 
title United States Code, while not addressing the date contained in chapter 42 
We understand that extending the chapter U date b> 2 years will accommodate 
future budget planning within the Labor Department and will contribute to some 
short-term stabilit) m the veterans employment assistance network However, we 
know that this Committee shares our interest in a more permanent restructuring of 
critical pro isions within both chapters 41 and 42 We look forward to working with 
this Committee during the coming month.^ in de\eloping the necessar> changes in 
both chapters , , ^ 

In passing Public Law i)7-MM> and Public Law 100-.^2;^. Congre->s made the lollow- 
tng findings* 

11) As long as unemplo>ment and underemplu> ment continue as serious pmhlems 
among disabled veterans* and \'ietnam-era veterans. alle\iating unemplu>ment and 
underemployment among such veterans is a national responsibility 

12) Because of the special nature of omplo>ment and training needs of such veter 
ans and the national respon^lblllt^ to meet those needs, policies and programs to 
increase oppurtumtit^ for such veterans tc obtain emplo>mein. job training. Coun 
seling. and job placement services and assistance in securing advancement in em- 
ployment should be effective) and vigor ousl> implemented by the Sec ret a r> of 
Uiior and such implementation should be accomplished through the AsM^tant Stv- 
retarv of Labor for Veterans' Employment and Training 

Mr* Chairn.un. the Bureau of Labor Statistics stud> published in the April 
issue of "Monthlv Labor Review ' clearl> shows that nondisabled veterans who 
served in Vietnam suffered a higher unemployment rate than veterans who did not 
serve in that country This studv was based on data less than 2 ") years old Since 
the data collection was accomplished, the econom> has shown some weaknesses 
which put the economic future of even those veterans who have jobs at risk 

The American Legion will be the first to tell this Committee that most \ letnam 
and Vietnam-era veterans have made a succe.<<sful adjustment to societv. are work- 
ing productively at jobs, and are providing tax revenue to our (lov eminent We at- 
tribute this to the far-sighted legislation proposed and supported bv thih Committee, 
legislation which built the current system. 

We also .uspect that *he veterans now working were the easiest to place in jobs 
But thero still exists a hix/"d-core group of minoritv. urban veterans who need werk 
We must keep this svstem operating efficiently to help these veterans 

Mr Chairman, we will take this opportunitv to congratulate this Committee on 
Its foresight in expanding the Transition Assistance Program We would caution, 
however, that anv expansion must be accompanied b> the funds necessarv to accom- 
plish It The Assistant Secretary of Labor for Wtenins' Emplovment and Training 
cannot be expected to take on anv additional responsibilitv without M)me deteriora- 
tion in current services Likewise, it is unreasonable to expect the Department of 
Defense or the Department of \'eterans Aff:urs to absorb the additional costs i\<<^<m- 
ated witM putting former service people to work in civilian jobs 
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Home Loan Guaranty Program 

With respect to the te.^hnical amendments to Pubhc Law 101-237, we will point 
out that It was Go\ernnr»ent policy regarding loan assc- sales which rendered the 
Loan Guaranty Revolving Fund unable to support the entire program To reduce 
now the Federal contribution while leaving the veteran contribution at the same 
level is simply not fair 

With regard to S. 2484. we will comment on relevant sections. 

Section 3 of the bill will phase out the manufactured home loan program. Perhaps 
this is the most controversial of these proposals Originally intended to be a benefit 
to lower-income Vietnam-era veterans, this program now' benefits members of the 
Armed Forces since 50 percent or more of the loans for manufactured homes are 
made to active duty military members 

The Inspector General o*" the Department of Veterans Affairs reports that the 
foreclosure rate for loans on manufactured homes is 27 percent We find this unac- 
ceptable Unless some method of tightening underwriting standards can be found. 
The American Legion would not oppose termination of this program. 

Section "> extends the sunset date by 1 year for section 1831lf) authorizing lenders 
access to appraisal reports. We are persuaded that the VA has imposed guidelines 
sufficient to prevent abuses of this practice found in other Federal home loan pro- 
grams. 

Section H repeals the prohibition of VA guaranteed loans on homes not served by 
public water and sewer service Mr Chairman, repeal of this section would widen 
the market of homes available to veterans We support this provision 

Section 7 imposes a time limit of 180 days for a veteran to request a waiver of 
indebtedness after notification Mr Chairman, we have a problem with the phrase 
"aftei notification." If this language means when the VA mails the notification 
letter, we will not support the provision VA abuse of the notification procedure, 
and VA failure to take all reasonable and necessary steps to ensure that a veteran 
is notified of a debt, are well documented 

If. on the other hand, the 180 day count begins when the veteran has the notifica- 
tion in hand, and the VA can prove the veteran has the notification in hand, we 
will not oppose the provision. 

Section 8 proposes among other things a change in the "no-bid formula '* The Def- 
icit Reduction Act of 1984 provided a formula that requires the Department to pay 
off the loan guaranty or "no bid" if it is less costly to the Government than acquir- 
ing the defaulted property This occurs when the total indebtedness, defined as 
unpaid principal plus accrued interest, exceeds the net value bv more than the 
guaranty 

Last year, the Congress extended the "no-bid" formula through FY 1991, and pro- 
hibited the Department from considering any cost of borrowing funds in determin- 
ing net value The American Legion is pleased both that the Congress extended the 
"no-bid" formula and rejected the notion of allowing the Department to calculate an 
imputed interest charge when it determines whether or not to acquire a foreclosed 
property, which would add to the cost of funds. 

This year, we must raise serious questions about the Administration's proposal to 
change the "no-bid" formula Any change to the "no-bid ' formula that would result 
in a higher level of foreclosed properties to be disposed of by lenders would discour- 
age lenders from participating in the VA Home lyoan Guaranty Program, If lenders 
were reluctant to participate in the program, then it would become much more diffi- 
cult for veterans to obtain loans and become homeowners. 

The Administration's proposal would double the current "no-bid" ra*e from 18 
percent to 3() percent (roughly one out of three foreclosures) 

Because the Administration's proposal would add to the cost of foreclosures, and 
make lending riskier, those lenders who stay in the prograni will d*»mand higher 
yields on new loans m the form of increased points to builders, sellers 

The appropriate way to solve the problems posed by potentially bad loans is to 
work out forbearance programs that keep veterans in their homes if the> have any 
reasonable chance of being able to recover from unforeseen economic reverses 

Accordingly^ The American Legion opposes any change in the "no-bid" formula 

Mr Chairman, the proposal contained in section 9 to merge the Direct Loan Fund 
with the Loan Guaranty Revolving Fund seems to be a relatively harmless proposal. 
To the extent that bookkeeping will be simplified thus relieving people <FTEE) to 
pa\ some additional attention to other parts of the program which need attention. 
The American Legion will support the merger The last thing this program needs is 
management "efficiencies" which result in the loss of employees when we all know 
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that if a loan servicing agent from the \'A can prevent two loans from foreclosure, 
the salary for that employee will have been more than paid for. 

Mr Chairman, Section* 10, which w * allow the VA to collect debts bv offsetting 
the tax refund or Federal salary ot c.ie debtor, has the opportunity for abuse As 
you are aware, the process by which the VA waives a debt owed by a veteran has 
been undergoing an evolution based on both new law and VA General Counsel opin- 
ion. In our view, collection procedures proposed un^^ '" this section should only be 
authorized in cases where "fraud or misrepresenta' ci ' on the part of the veteran 
borrower has been proven 

S. the "Veterans' Educational Assistance Improvements Act of HMH)," pro- 
poses a r imber of changes* in VA s educational assistance and vocational rehabilita- 
tion programs provided under chapters 'M). IJI, :V2, and IC) of title l^S, United States 
Code. 

Section 101 of this measure would amend section Ul l(aK2i, U12(aK2l, UlS(bK4) of 
title 38. United Slates Code, and section 2l:r2iaK2) of title 10, United Stiites Code, to 
provide that the Secretary of the military department concerned shall accept cer- 
tain alternate secondary school documents, in lieu of a seLundu^ school diploma, in 
considering an individual's eligibility for the Montgomery GI Bill pi >gram 

Eligibility criteria for participation in the Mon'^amery GI Bill currently includes 
the requirement of a secondary school diploma or an equivalency certificate We be- 
lieve this proposal would assist individuals wishing to participate m the Montgom- 
ery GI Bill, and who have alternate secondary school credentials and are ineligible 
under current law by virtue of ha\mg neither a seconda y school diploma nor an 
equivalency certificate It would also not adversclv affec*. the Armed Forces educa- 
tion standards. 

Section 102 would amend section 1,'>02UkB) of title ;iS, Unitea States Code, to 
expand eligibility for vocational rehabilitalion training under chapter 'M of the title 
to include individuals who arc receiving treatment tor a service-related disability 
pending discharge from service 

Cu;Tently, a disabled service person, who because of geographical location or spe- 
cial medical needs, undergoing treatment m a nopDOD facility pending discharge or 
release from service is ineligible for VA vocational rehabilitation assistance under 
chapter 'M of title '^^ This restriction, in our opinion, arbitrarily deprives such indi- 
viduals access to VA services at a critical time in their lives, since they must now 
wait until after discharge from service to apply for chapter lU 

The American Legion is supportive of the proposed change to make VA vocational 
rehabilitation training available to certain disabled serviccpersons while thcv are 
still on active duty, regardloss of the facility at which thev are being treated We 
believe this will facilitate their readjustment to cr ilian lite and improve the 
chances of a successful vocational rehabilitation 

Section 10;i proposes the amendment of section Ui:i2(bHli of title ^iS. United States 
Code, to extend bv 1 year the date on which certain eligible veterans are automati 
callv disenrolleo \rnm chapter :i2, the Post-Vietnam Era Veterans' Educational As- 
sistance program. 

Under section H)«^2, chapter 32 education assistance benefits i^hall not be afforded 
to an eligible veteran bevond 10 >ears after the date of the veteran's last discharge-* 
for release from active dutv In the event an eligible veteran has not utilized anv or 
all of their entitlement bv'the end of the applicable delimiting period, they will be 
automat icallv disenrolltd from the program and any contributions made bv the vet- 
eran remaining m the fund vvill be refunded upon the veteran's application 

The proposed chaiigc would permit VA to pav educational assistance benefits for 
training completed prior to the expiration of the individuals delimiting period 
where the claim is i>ubmitted subsequently to the expiration for the delimiting 
period. We aie supportive of this measure* since the current automatic disenroU- 
ment and refund provision has the practical effect of djn.ving educational assistance 
benf'fits to which certain veterans would otherwise be entitled 

Section 104 of this bill would amend section lOS.") of title 3S, United States Code, 
to permit the work-sti'dv allowance payable to an individual to be ci edited to an 
outstanding overpayment of VA education, rehabilitation* or training benefits 

The American Legion has no objection to this proposal as it would afford those 
individual with outstanding overpavments a means by which to repav the amount 
owed the Federal Government and at the same time perform worthwhile service 

Section 201 would amend section UlhaKiii of title 3K United States Code, clarify- 
ing the conditions of separation from service relating to placement on the retired 
list, transfer to the Fleet Reserve or Fleet Marine Corps Reserve, or the temporary 
disability retired list for chapter 30 participants 

The American Legion has no objection to this amendment 
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Section 202 would amend sections ir)OS and 17S0 of title 3s. United States Code, to 
eliminate the Secretary 's authorit> to make ad\ance payments of subsii>tence allow- 
ances under chapter 

Currently, individuals pursuing a projjrain of \ocational rehabilitation or trainmj; 
are eligible' to receive an advance payment equal to as much as 2 months si itional 
subsistence allowance prior to entry into the program Such advance payments are 
mtended to assist a disabled veteran meet unusual living' expenses during: the initial 
period of training Alternatively, chapter 31 participants are also eligible to recei\e 
advances from the revolving loan find under section 1012 of the t )e. These ad- 
vances are repaid by deductions from future subsistence or other benefit payments 

The provision for the advance payment of subsistence allowance was authorized 
under Public Law 5)4-502 This was in recognition of the fact that even though VA 
pays for tut it ion. books, fees and other costs associated with a veteran's vocational 
rehabilitation program, there are circumstances when unexpected expenses arise in 
conjunction with veter*in's preparation for or entry into the program which are * 
covered by VA. such as rent, travel, etc. We are not aware of a problem of misuse 
abuse of this special form financial assistance to diKibled veterans In the absence 
such problems, we are opposed to the termination of the advance payment of t 
subsistence allowance to vocational rehabilitation participants 

Section 203 would amend section Kiy.*) of title 3S. United States Code, to elimina 
the required advance payment of a portion ^f the work-study allowance to an inr. 
vidual participating in the veteran-student services program. 

Under the work-study program, based upon an agreement to work a specified 
number of hours, an amount equal to 40 percent of the total payable work-study 
allowance is paid to the \ete ran student prior to the performance of any work serv- 
ices The balanct uf the work study allowance ..^ paid on an incremental basis fol 
lowing the individuals *.unipletion of the hours of work upon which the ad\ance 
payment was based 

According \'A data, of ♦he 17.32-') participants in the work-study program in FY 
there were overpayments to J.ITO indi\iduals totaling $447.78." and in FY 
li>Kl), of the U).()04 participants. I.GS2 individuals had overpayments of ,72?' 
0\erpayments result when indi\iduals do not work the number of hourb specified m 
their agreement after having recei\ed the ad\anced portion of the work-study allow 
ance If they ha\e dropped out of school and edur^^tional a.'^istance benefits termi- 
nrted, \'A is unable to administratively olTset the overpayment and because of the 
generally small amount, normal debt collection efforts are not cost-e!fecti\o 

The American Legion has viewed the work -study program as being beneficial to 
both the veteran-student and VA It provides the individual the opportunity to sup- 
plement their educational assistance benefits and at the saive t»me coinn'tte wcrk 
activity which might otherwise be performed by an employee of the vA or educa 
tional institution Recent legislation has authorized VA to base work-study allow 
ance on the higher o( the Federal minimum wage or State minimum wage and ex 
tended the program to chapter 37) participiints The American Ix'gion believes that 
fiscal responsibility must be maintained m this as well as all the Federal benefit 
programs We are concerned that the current method of advance payment of a sub- 
stantial portion of tht work-study allowance leaves the program open tu *ibui.e The 
proposed amendment to section lOSo of the title will, in our opinion, elfectively 
eliminate future overpayments of this type, since the actual payment of work study 
benefits would be directly tied to the number of hours worked An individual would 
be free to terminate iheir work-study agreement without creating an over- payment 
of benefits 

Section 201 would amend section l77luiHli of title 3s, United States Code, to 
eliminate the erroneous reference to chapter 107 to title 10. United States Code 
Since State approving agencies have no course approval authurity fur tin- education 
program described in chapter 107 of title 10. a correction is necessary to reflect that 
reimbursement by VA applies to rhapter HUi of title 10 

The American Legion lias no objection to this change 

legislation has been introduced which would amend section U>n of t.tle 3S. 
United States Code, to establish a I year program under which Post-Vietnam Era 
Velerans' Educational Assistance program benefits may be used foi flight training 
This measure would also authorize benefits lor pursu i of solo flight training fur 
Mont;iomery GI Bill active duty and selected reserve participants 

Last year. Public Law 101-237, authorued flight training for Montgomery UI Bill 
participants with the exception of solo flight training In view uf the continuing 
demand for pilots, we do not believe eligible veterans should be denied the upportu 
nity to obtain flight training vvhicli can assist them iti obtaining or maintaining em 
ploy men t in this field 
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Thank you for this opportunity. Mr Chairman I will be happy to an-^wer an\ 
questions you may have 



PREPARED STATEMENT OF ROBERT D MANHAN. SPECIAL ASSISTANT. NA 
TIONAL LEG^^ SERVICE. VETERANS OF FOREIGN WARS OF THE 

UNITED STATES 

Mr. Chairman and members of the Committee, on behalf of the 2 8 million mem- 
bers of the Veterans of Foreign Wars of the United States and its Udies Auxiliary. 
I thank you for inviting us to participate in this legislative hearing this morning 

S 2100. "Veterans Compensation Cost-of-Living Adjustment Act of 15)90, was in- 
troduced by Chairman Cranston joined by a bipartisan group of v eterans Affaire 
Committee members, including the Ranking Minority Member. Mr Murkowski 
SEC 401 would extend through \m. from the present date of 1991, the require- 
ment to include Vietnam-era veterans in the formula to determine the size oi the 
Disabled Veterans Outrpach Program (DVOP) staff The VFW supports this propos- 
al to extend the sunsot date until the Congress has time to carefully consider what 
long-term employment programs should be provided in the a"^,^^^!?^ 
ever, this Committee should also be aware that at a hearing on April 2o. 1990, the 
VFW strongly supported the bill H.R. 4087. One of its key Provisions is to extend 
the current sunset date of December 1991 by o years, to December 199(, We prefer 
this option simply because the unemployment and underemployment ot veterans 
continue to be a serious problem. . , • r ^^t-.i 

SEC 40SlCi IS a technical correction to eliminate a duplication oi UoNernmental 
contributions to the new Guarantv and Indemnity Fund The VFW certainly sup- 
ports this action. . , u *u nu • It 

Amendment to S. 2100 next under discussion is to be offered by the C hairman It 
would authorize the Secretary of Labor to expand the number of pilot test programs 
that provide civilian employment and training information and services to active 
duty personnel at given militar> installations. This effort is also referred to as the 
Transition Assistance Program (TAP). .... ♦u r 

The VFW believes this is a step in the right direction when we consider the lact 
Department of Defense (DODi routinely discharges about HOO.OOO Armed Forces per- 
sonnel each year Now. however, with the recent changing US-UbbK P^ntical 
climate and the general move toward democracy throughout bastern Europe, UUU 
IS considering a drastic reduction in the active dut> forces Should early troop reduc- 
tion estimates become fact, an additional H0,000 to 40,000 military personnel will be 
separated annually, beginning this calendar year and continuing for the next ^ or .) 
years. Therefore, the VFW supports the amendment 

* S. 2483. "Veterans Educational Assistance Improvement Act of 1990 was intro- 
duced bv Chairman Cranston at the request of the Secretary ol Veterans Attairs 
The general thrust of this bill is to make certain improvements in educational as- 
sistance programs, expand availabilitv of vocational rehabilitation services for cer- 
tain disabled military persons still on active dut>. and to eliminate an educational 
benefit overpayment. Portionr of chapters :^0. \V>. :i4 and 'M^ of title United States 
Code, are affected. The VFW agrees with all but two of the changes, based oi- our 
undei-standing of each section, as follows. » ♦ ..^ « 

SEC. 101 w'ould amend the Montgomery 01 Bill secondary schoiM completion re- 
quirements by t ainating the reference to an equivalency certificate and use the 
alternate school credentials accepted by the Armed Forces This has the distinct ad- 
vantage of reinforcing the standards accej^table for active du*y service 

SEC. 102 would allow VA to provide trair.ing and rehabilitation for certain active 
duty persons being treated for service-connected disabilities pending discharge I his 
has the advantage of providing early vocational rehabilitation or consideration ot 
that assistance to those most in need based on their unique geographic location or 
nature of their disability . u j ♦i 

SEC 103 would extend bv 1 ve^- the date eligible veterans may be enrolled in the 
GI Bill program and bring it into alignment with the expiration date of paying 
chapter 32 benefits. This has the distinct advantage of allowing a later expiration 
date b> 1 year, to allow a veteran to receive pavmem lor a valid educational claim 

SEC 104 would permit an individual to .nter into an agreeme».t to pertorm work- 
study services and have the allowance otherwise payable credit d to an outstanding 
overpayment of VA benefits This has the advantage of benefiting both the CoNern- 
ment and the veteran since many such individually have the time, but not the 
money, to provide for a repayment 
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SEC :i01 IS the first of four administrative provisions This section would amend 
the Montgomery Gl Bill service separation conditions for the AU-Voluntecr Force 
Educational Assistance Program entitlement by clarif>ing that a release from active 
duty service must be characterized as "honorable service" for individuals placed on 
the' retired list, transferred to the Fleet Reserve or Fleet Marine Corps Reserve, or 
placed on the temporary retired list The present statute does not require this type 
of discharge for the above mentioned categories 

SEC. 202 would eliminate that provision within the Training and Rehabilitation 
for Veterans With Service-Connected Disabilities Program to have the Secretary 
make advance payments under chapter title 38 The \TVV opposes this action 
simply because we can see no benefit in denying a disabled veteran's request for 
advanced payment for a subsistence allowance, which is separate and distinct from 
the training costs, in sum, we believe the VA should do eveiything within reason to 
assist this category of veteran. 

SEC. 203 would eliminate a subsection within the Post-Vietnam Era Veterans' 
Educational Assistance Program which requires the advance payment of a portion 
of the work-study allowance to part i<"i pat ing individuals Under current law, in 
return for a vete»*an's promise to perform a specified number of hours of work 
under a vvork-study agreement, an amount equal to 40 percent of the total payable 
under the agreement is paid to the enrolled veteran prior to the performance of any 
services. Claims may occur because of a veteran dropping out of school prior to com- 
pletion of a course thus making debt collection difficult However, because of the 
relativeK few veterans this program affects the relatively small amount of money 
involved, the VFW believes curtailment of advanced payment would have an ad- 
verse impact on the majority of veterans who elect to use this feature One must 
bear in mind that such advanced payments, when requested, are used for immediate 
needs associated with the work-study program, such as proper attire, housing, etc 
Therefore, the VFW also believes the advance payment provision should be re- 
tained. Therefore, we oppose its elimination 

SEC 204 would administratively delete an erroneous reference to title 10 found in 
title 38 The VFW supports this clarification provision 

S. 24iS4, The Veterans' Housing Amendments Act of 1990 " was introduced by 
Chairman Cranston at the request cf tho Secretary cf Veterans Affairs 

In keeping with the instructions contained in our letter of invitation, section 2 of 
this legislation in not under discussion, 

Section 3— Sunset for Manufactured Home Loan Program and Revision of Claim 
Payment Procedures Section 3(a) il) and i2i arc also not under discussion The re- 
mainder of subsection 3 vvould repeal the restriction that claim? on VA guaranteed 
manufactured housing loans can only be paid after the liquidation of the security 
property The loan holder svould be granted the election of using the current proce- 
dures o*f filing a claim immediately after receiving VA's evaluation on securitv prop- 
erty inasmuch as this has the effect of reducing the loan holder's losses in a fair 
and equitable manner, the VFW v^'ould have no objection to this provision 

Section 4— Technical Correction Regarding Proposed Construction would clarify 
3S use 180,5{a) which requires a limited warrantv from builders on loans for 
newly constructed homes purchased with VA financing bv changing the term VA 
"approved"' to VA " appraised" construction The VFW has no objection to this sec- 
tion. 

Section o— Extention of Lender Review of Appraisais would cxtpnd the sunset for 
section iKUifi which authorizes lenders to review the apprai.sal report, frorn October 
I, 191)0, to October 1, 1991. The VFW has no objection to this section 

Section H— Public and Communitv Waier and Sewerage Systems, would repeal 
section I804^e) which prohibits VA 'from guaranteeing loans for newK constructed 
residences in a'-eas not served b> public or community water and sewerage sv stems 
where local officials certif> that the establishment of such sv sterns is feasible it 
would also make a perfecting change in light of improved oversight and effective- 
ness of local ofTicials m assessing and then certifving such accommodations, the 
VFW has no objection to this section 

Section 7— Time Limit for Housing Debt Waiver would amend section 3102(bi to 
impose a time limit of 180 davs after receiving no i ice of a housing loan debt for a 
veteran to request that VA vvaive that debt \*eterans who receive notice of debts 
before October 1, 1990. would have until September 30, 1992, to request waiver 
Given that unforeseen delavs are not at all unusual in such circumstances and that 
attendant stress often rt»sults in a temporarv abridgement of judgment, the \'FW 
opposes this section We believe veterans should be afforded sufficient time to assess 
their financial and cmutionai condition before having to file for a waiver of indebt 
edness. 
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a.e„d.en.. U w.H a.so oHow .H. sa.e beneH. for ve.e.n. in .He cHap.o. p.c 
^'■s'^>546 "Veterans' Employment and Traming Amendment of 
.nfroduced by Mr. Thurmond «. the rogues, of ;he^Dep'm-fi„; ..ainin, and place- 
,0 extend the DOL chapter 4 . tu e 3^ be^^'f ^,,hin »0 days of be>ng sepa- 

Z^A =e°? r:^^^^iti^^Xl....^ sponsored bill H R 

t'n^Z.rrh^"«rn°.h^^r^iSof Jime'^-hSS: following s.gn.r.can. advantages of 
allowing. .^^ o„ transfer points to better schedule active duty 

and training opportunities. ^ military traming and mainle- 

-troop commanders to schedule '^f """f cvihan transitional programs 

nance missions which '""^continue regard «^ 
-greater flexibility to address the fact that iiot an v t mip 

are ft a stateside separation f«c'l' y^'^j^^^" ^^^^^"^ ^^f, Vor DVOP/LVER specialists 

Committee may have Thank you 

u«u.»»f nf thp more than I •> 
Mr Chairman and members of the Co-™ttee. on , 
lio.. members of the Disabled American the Committee on legisla- 

w"sh to thank you for and educational benefits and the De- 

;rtm»v:= 

L^mmte-e^^^'a-'^Thr^h^t^^^^^^^^ 

Se disabled in defense of ^'^^^ '^XT^o 

SHn^rilsSL^nh^^^-d"^^ 

Chairman, in your letters "r,;-<--;r X^o:;:' v^^^^^^ 
al measures With your permission «e will now [r 

S 2100 

I, \i f'l,..irmin with Ranking Minority 
This measure, introduced by y''^'--^^": ,^;;,^berronhis Committee. I"-oiH'=<es 
Member Murkow.ki ?>^b"'i?" "d States cTde As requested >" yo"-",^'^"^"^ 
number of changes to itle .!K ^"'^'°,f;"seciion 401 and 4(|.Uci ol this bill 
nvitation. we will restrict our comments to seciK... , i,v extei.'Jing to De- 

S^c t on 401. of this measure proposes to y^.tnam-era veterans in the 

cembe :il. 199:!. the lime limitation ""„%j°y; ;j^,';,°ts funding formula 
Disabled Veterans Outreach P-""!;"-""^ sta ed V etnani-era veteran, are now 
Mr Chairman, while it can be ^^"^f'y Vill those who can benefit from 
doing relatively v.ell in the job market '^^" \')"oi Additionally, there is insulli- 
,e Mces provided by the Depart nuMit o Labo a UU^ p^.^^^^,, ,„,„rac eni- 
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Recent congressional action deleted Vietnam-era veterans from eligibility for Vet- 
erans Readjustment Appointments (VRA). As you know. Mr Chairman, with one 
minor exception, DAY supported the House bill on VRA We did not support the 
Senate version which expanded eligibility for the VRA. but deleted it for certain 
Vjetnam-era veterans. We believe that action was a mistake and continue to believe 
that. 

Mr. Chairman, at the end of 1991, Vietnam-era veterans will not be eligible for 
affirmative action and the number of DVOPs will dwindle significantly unless new- 
legislation IS enacted. The current definition of a veteran of the Vietnam era con- 
tained in section 20111*2) (A) and (B) expires December 1991 

For purposes of determining the number of personnel assigned under DVOP. a 
formula based in part on a Vietnam-era veteran population is used The definition 
of Vietnam-era veteran for that purpose derives from section 2001(2), title i^^. 
United States Code, and is as follows. *'the term 'veteran of the Vietnam era' has 
the same meaning provided in section '^f)U(2) of this title " 

Mr. Chairman, on April 25. 1990, the /AV testified before the Subcommittee on 
Education, Employment and Training of the House Committee on Veterans' Affairs 
regarding H.R 4087, as well ab other DOL employment related matters 

H.R. 4087, among other things, extends until Decenr jer 31. 199G. the definition of 
Vietnam-era veteran. 

Your provision in section 401 of S 2100 would extend that defi'iition until Decem- 
ber 31. 1993 

Mr. Chairman, while we definitely support the concept of amending and extend- 
ing that datc» we support the provision contained in H R 4087 and encourage you to 
consider amending your bill to coincide with the House provision 

Section 404(c) of'S 2100 makes a technical correction to Public Law 101-237. 
which now provides for duplir te Government contribution: tO the new Guarant> 
and Indemnity Fund iGIF) Mr Chairman, as you know, the DAV strongly support- 
ed this Committees efforts and those of >our counterpart in the House in establish- 
ing the GIF The technical change proposed by section 404(ci is required to ensure 
the intent of Congress relative to the funding of the GIF and. as such, the DAV has 
no objection to its enactment 



This measure, through appropriate amendmenl of title 3S. United States Code, 
proposed changes in the Educational Assistance Programs for our Nation's vetcraiib, 
their dependents and survivors. 

Mr Chairman, section 101 of this hill would permit the VA to accept alternate 
secondary school credentials for the Montgomery GI Bill eligibility 

As we understand, this chan^" is intended to conform with current Armed Forces' 
standards Therefore, Mr Chairman, the DAV has no objection to the acceptance to 
these alternate secondary school creden' '^W for the Montgomer.v GI Bill eligibility 

Likewise, Mr, Chairman, the DAV^ has no objection to the addition of individuals 
in non-Department of Defense iDOD) facilities to the list of those eligible to receive 
vocational rehabilitation from the VA 

Mr Chairman, as you ar" aware, it currentl> takes 100 da>s on average from the 
time VA receives an application for chapter 31 benefits until the initial interview 
with the service-connected disabled veteran Also, there is a severe shortage m the 
number of Vocational Rehabi!iti,tion Specialists within the VA On average, the 
workload for a VA Vocational Rehabilitation Specialist is 200 cases compared to TiO 
for comparable 3taff in States/Federal rehabilitation programs 

Mr Chairman, the DAV certainly appreciates the ^act that the Administration 
recognizes the importance of starting "ocational rehat Station as soon as possible 
following a disabling injur> or disease Hopefully, this recognition will lead to a re- 
quest by the Administration for sufficient FTEE to provide timcl> vocational reha- 
bilitation services to our Nation's service-connected disabled veterans and those dis- 
abled servicepersons awaiting separation from active military service 

Mr Chairman, the DAV^ has no objection to section 103 of this measure which 
seeks to exiv^nd by 1 year the period proceeding automatic discnrollment under 
chapter 32 

Section 104. of this legislation provides for certain individuals to eliminate an 
overpayment by performing work /study services 

Mr Chairman, the DAV has no objection to this provision, however, we niust cati 
tion that in no wa; should this change be interpreted bv VA to be used in place of 
the current uaiver standard recentl;. put into plate by \ A as a result of Public Law 
100-237 This recent congressional action justifiably requires the VA to look beyond 
the ibi^ue of material fault and cons'der the important issue of eqiiitv and good con 
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scious These meaningful new waiver standards must not be supplanted by the en- 
actment of section 104 of this measure 

Section 201, is intended to clarify that individuals placed on the retired list, trans- 
ferred to the Fleet Reserve or Fleet Marme Corps Reserve, or placed on the tempo- 
rary duty retired list must have their service characterized by the Secretary con- 
cerned, as honorable service in order to be eligible to utilize their chapter 30 bene- 
U DAV has no objection to the enactment of this provision, 

Mr Chairman, section 202, proposes to amend current law by eliminating the 
VA s authority to make advanced payment of subsistence allowance under chanter 
31, title 38, United States Code. 

Mr Chairman, this proposal is not a new one. The previous Administration had 
requested this same change in 1987 It is the VA's view that advanced payments to 
service^onnected disabled veterans receiving chapter 81 is not needed as all fees as- 
sociated with their entry into training are covered by VA, They also contend that 
since authority already exists in section 1212, title 38, United States Code, to pro- 
vide a revolving fund loan, that there is little need for chapter 31 advance pay- 
ments 

It IS important to note however,^ that section 1780, of title 38. United States Code, 
provides that the VA shali make advance payments of educational or subsistence 
allowance while section 1512, of title 38. United States Code, provides that the Ad- 
ministrator may make revolving fund loans to veterans participating in a course of 
vocational rehabilitation under chapter 31, 

Mr Chairman, inasmuch as the proposed revisions of section li'SO, title 38, United 
States Code, may impact adversely upon service-connected disabled veterans enter- 
ing a program of training under chapter 31.^ we continue to oppose this change to 
current law. 

Mr Chairman, the change proposed in section 203, of this *neasure was also put 
forth by the previous Administration Again, they argue that overpayments can be 
avoided by eliminating advanced payments required in the Work Study Program 

While the DAV certainly understands the budget driven logic of this proposal, we 
must oppose its enactment. Individuals utilizing the Work Study Program, for the 
most part, have Tmited income. To deprive these individuals of the advanced work 
study minimum wage payments, we believe, may prove to be counterproductive, 
causing some individuals to terminate their education pursuits for financial reasons 

Mr Chairman, as we understand it. section 204. would delete an erroneous refer- 
e."fe 5? chapter 107 of title 10, United States Code, contained m section n74(aKl) of 
title 38. United States Code, The DAV has no objection to this proposal, 

S 2484 

This measure, introduced by yourself, at the request of the Administration, pro- 
poses to change certain provisions of law relative to the VA Home Ix)an Guaranty 
Program In your letter of invitation, you requested our views on this measure with 
the exception of sections 2. 3(a) (1) and (2). 8(bi (1) and ( 13), 

Mr Chairman, section 3 of this measure, in part, proposes to repeal the restric- 
tion that claims on VA guaranteed manufactured housing loans can be paid onlv on 
the liquidation of the security property and, grant to the loan holder use of current 
procedures for filing a claim immediately after receiving VA's evaluation of the se- 
curity property, 

Mr Chairman, we believe this to be a reasonable and prudent change and. there- 
fore, pose no objection to the proposed change to current law. 

Mr Chairman, the DAV has no objection to section 4, proposing a technical 
amendment to section ISOSia), title 38, United States Code, b\ changing the term 
VA "approved" to VA "appraised" construction Also, we pose no objection to sec- 
tion 5 which extends to October 1, Umi, the provisions of 1831(f). title 38. United 
States Code, authorizing lenders to review the appraistil report 

Mr Chairman, section G, of this measure would repeal section 1804ia». which pro- 
hibits VA from guaranteeing loans for newly constructed residences in areas not 
served by public or community water and sewerage svstems where local officials cer- 
tify that the establishment of such system is feasible" 

The VA indicates that section 1804(e) is no longer necessary, as Federal. State, 
and local laws now adequately address the subject of individual water and sewerage 
systems Additionally, VA asserts that section 1804(e) places an additional burden 
o'^ ]ocal officials and program participants without material 1\ benefiting veterans. 

Mr Chairman, while we certainly do not wish to place undue burdens on local 
officials, we are concerned that the VA will not know if the best interests of veter- 
ans in these areas are being protected 
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Mr. Chairman, section 7, proposes to change current law bv placing a l.^O-day 
limit on the time in which a veteran may request a wf i... of a home loan indebted- 
ness and allow veterans who received notice of debts prior to October 1, until 
September 30, 1992, to request a waiver. . 

Mr. Chairman, we are opposed to the establishment of a l»0-day time limitation 
on request for waivers of home loan indebtedness. It is our belief that, with the emo- 
tional trauma of losing a home and the often confusing and time consuming process 
of foreclosure, many veterans will not take advantage of the administrative reme- 
dies to clear themselves of a financial obligation to the VA in the ISO-day prescrib^ 
time limit Therefore, we would urge the Committee to reject this provision of b 
2484 

Mr. Chairmen, we support the provisions of section 8(a) which would make perma- 
nent the foreclosure information and counseling requirements contained in section 
1832(aH4), title 38, United States Code. o 

Mr. Chairman, as is evidenced by the dramatic results of V A s r^lot Servicing 
Project, aggressive loan servicing not only saves substantial Federal outlays, more 
importantly, it enables veterans and their families to retain their homes We are 
concerned, however, with the fact that the VA has failed to fill a substantial 
numbt . of the positions authorized in the Fiscal Yeer 1990 appropriation earmarked 
for loan servicing. , . . .... , 

Mr. Chairman, we certainly hope that the VA's failure to hire these additional 
employees for loan servicing does not signal a return to the shortsighted Office of 
Management and Budget (0MB) policies of the past. The incredibly positive impact 
additional FTEEs have on improving service and generating program savings is no 
longer a matter of speculation, it is a demonstrated fact. ^ 

Section 8(bH2) of this measure would, if enacted, make permanent the 'no bid 
formula contained in section 1832(c», title 38, United States Code, scheduled to 
expire on October 1, 1991. Likewise, section 8(c) would make permanent the vendee 
loan and property management provisions of section 1833(a), title .^8, United btates 
Code, due to expire on December 31. 1990. 

Mr. Chairman, s'lould the Congress decide to make the above referenced provi- 
sions of law permanent, DAV would pose no objection r» i . c. j 
Section 9, of the measure calls for repeal of the Direct Loan Revolving F und 
(DLRF) and provides that thp existing Loan Guaranty Revolving Fund '^*<r) 
would pay for direct loan operations The remaining funds in the DLRF will be 
transferred to the LGRF . . 

Mr. Chairman, the DAV has no objection to these changes so long as there re- 
mains a direct loan r.rogram available to our Nation's severely disabled service-con- 
nected veteran population .... » 

Mr. Chairman, section 10, of this legislation proposes to expand VA s authority to 
collect housing loan debt by offsetting the debtor's tax refunri or Federal salary 

Mr. Chairman, in most instances a veteran who loses his home through foreclo- 
sure IS experiencing extreme finano-i di ficulties and. in all probability, does not 
have adequate financial resources t jare for his housing and other family needs 
We, therefore, must question any attempt to plaCv*» additional financial hardships on 
these individuals by allowing VA to offset Fedeial salaries and Federal tax returns 
We also wish to point out that veterans whose loans are guaranteed under the new 
GIF are indemnified against loss should their loans go into foreclosure Thus, lor 
these individuals, this provision of law is. for pil practical purposes, unnecessary 
Mr. Chairman, we pose no objection to section H, adding language .o current law 
stipulating that the VA will not be reimbursed bv fhe Department jf Housing and 
Urban Development (HUD) for the issuance of certificates of veterans status tor 
National Housing Act benefits. . ^ . . 

Also, Mr Chairman, we have no objection to section 12, of this measure exempt- 
ing loans guaranteed by VA from disclosure under the provisions of section K^o-, 
title 3U United States Code. ^ . j . . ♦u 

Mr. Chairman, sections 14 and lo of S 2484, make conforming amendments to the 
table of sections for subchapter III of chapter title :^8, United States Code, and 
establish efiective dates for the changes to current law as called for in this measure 

S 25:^7 

This measure, introduced bv Senator Daschle, the newest member of the Veter- 
ans' Affairs Committee, proposes to authorize the pursuit of flight training under 
chapter :^2, on the same terms as authorized for chapter 30 participants Ihe 
amendment to S 2."^^ offered bv Senator Daschle authorizes permanent benefits tor 
solo flight training ^nder the Montjjomerv 01 Bill for active duty and selected re- 
serve programs 
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Mr Chairman, as you know, the DAV's primary legislative focus is placed upon 
those measures which have as their basis the occurrence of a service-connected dis^ 
ability or death. Having stated this, I can say that we do recognize the tremendous 
beneficial effects of the various GI bills and would pose no objection to the enact- 
ment of S 2537 as amended. 

Mr Chairman, as you are aware, the DAV supports the concept of providing cer- 
tain services to active military personnel who are within 180 days of discharge. 

We appreciate the opportunity to review your fmendment as well as the proposal 
offered by Senator Thurmond. Basically, we havv no objection to either proposal, 
but we do believe Senator Thurmond's proposal needs to have conditions placed on 
it similar to those conditions you have added in your draft bill, particularly those 
contained in subsection (b) (1) through (5). 

We believe these qualifications need to be added to any expansion or liberaliza- 
tion of the current program» as there is a'leady mounting evidence that veterans ou 
a national scale are not being adequately served. 

Mr Chairman, during the period July 1, 1988 through June 30, 1989, approxi- 
nriately 47 percent of all veterans registered with the Employment Security System 
did not receive some reportable service as required 

Mr ^hairman, this can be attributed in large measure to the decline in Employ- 
ment Security personnel over the past 10 years, and the additional duties placed on 
Local Veterans' Employment Representatives (LVERs) and personnel under the 
DVOP We must be careful not to stretch these scarce resources too much further as 
the elasticity is almost gone. 

We are in total agreement with the requirements you placed on this provision and 
we believe those assurances will satisfy our concerns 

Transition Servicks 

Mr Chairman, as a result of recent legislation, the DOL's Veterans Employment 
and Training Service iVETS) is preparing a pilot project to provide transition serv- 
ices for activr duty military personnel who are within 180 davs of discharge. 

VETS has developed two programs: Transition Assistance Program (TAP) and Dis- 
abled Transition Assistance Program (D^AP>. DTAP is designed to provide addition- 
al assistance to those active duty military personnel who have a known disabilitv 
and may be eligible for additional benefits 

The DOL has been assigned the role of lead agencv with assistance and support 
from the DOD and the VA. 

To date, other than DOD installations providing facilities for DVOPs and LVERs 
to provide these services, we are not aware of any commitment from DOD It is our 
opinion that because DOD benefits directly from this program, i e higher retention 
rate and savings to their unemployment insurance costs. the> should be willing to 
commit resources, both financial and "in kind," to this program The DOL must 
direct and staff this program from existing resources The Fiscal Year 1991 budget 
request for this program is only $225,000 

While VA does not aopear to benefit dir?ctly from this program, they are the 
agency that provides benefits a id delivers certain services to eligible veterans This 
project can help identify those who may be eligible, especially those with potential 
service related disabilities. The VA s Department of Vocational Rehabilitation and 
Education should be an integral part of I)TAP. 

In reviewing the current project, wp believe too much emphasis is on direct place- 
ment based on the idea that these individuals will be "job ready ' There are those 
who will nct have sufficient transferable skills and those with disabilities who will 
need to be retrained. Emphasis needs to be placed on these two categories of active 
duty people and an effort should be made to coordinate with VA to identify needed 
resources and have such resources committed to the project. 

We are concerned that there have apparently been no written directives or plan 
provided to field personnel While oral presentations have been given to military 
installations which are selected program sites and employment service offices in 
those States, the written information distributed has generally been a "lap brief 
agenda and little else Thus, there appears to have been no specific responsibilitua 
assigned other than at the national level (Maj Tom Johnson*. We suggest that .\»- 
sistan^ Secretaiy Collins immediately issue clarifying instructions with a plan ,o all 
invoKf^d. 

Mr Chairman, the DAV is developing its own program to provide these t\pes of 
services to soon to be discharged military personnel We will attempt, where re- 
sources nllow to work directly with the EKDL In somt areas, w** plan on providing 
our own seminar 
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Mr. Chairman, this is an exciting concept and one which we believe will be very 
beneficial to those active duty personnel who need to make some- hard choices about 
their futures. Many of them will be first time enlistees and have no practical experi- 
ence in the civilian labor market. Others will be military retirees who have limited, 
if any, recent exposure to the civilian labor market. Both segments of this popula- 
tion are going to need the types of services the DOL and the DAV is willing and 
able to provide. v i j j ♦ 

This concludes our statement, Mr. Chairman, we would be pleased to respond to 
any questions you may have 



Disabled American Veterans, 
National Service and Legislative Headquarters, 

Washington. DC JOOJl May JJ. 1990, 

Hon, Alan Cranston, 
Chairman^ Committee on Veterans' Affairs, 
SH llJ Hart Senate Office Bldg., 
Washington. DC 20510-050L 

Dear Senator Cranston; We appreciate the opportunity to have appeared and 
provided testimony regarding pending legislation in the Senate Veterans Affairs 
Committee. At the hearin;?, you requested we send you information indicating our 
efibrte to participate in the U.S. Department of Uhor Transition Assistance Pro- 
gram/Disabled Transition Assistance Program (TAP/ DTAP). OOT u 

As we mentioned at the hearing, prior to the passage of Public Law lUl-^dT, the 
Disabled American Veterans began development of a pre-separation briefing pro- 
gram modeled along the lines of the California Career Awareness Program (CAP) 
The DAV Program could be initiated nationwide. We met with the Assistant Secre- 
tary for Veterans' Employment and Training (ASVET) regarding our etTorte in 
April of 1989. A follow-up meeting was held at our headquarters with the AbVLI 
and his deputy in December of 1989 The purpose of these meetings was to inform 
the U.S. Department of Labor of our effort and to indicate we would be seeking 
their cooperation in implenienting this program. The December 1989 meeting was to 
discuss passage of Public Law 101-237 which appeared imminent and we wanted to 
stress, once again, our interest in this program. tt o rv ♦ 

Following the second meeting, it came to our attention that the U b. Department 
of Labor had already selected military installations and had begun contacts at the 
local level with the state employment service agencies and military personnel We 
t.iet again, in Januar\ 1990, with the ASVET to express our interest in participat- 
ing with the Department of Ubor in their program We asked that our National 
Service Officers, in the states mvolved, be invited to participate in the local oriei- 

^^During the December and January meetings, the Department of Ubor indicated 
our efforts to participate should not be directed to the U.S Department ol Labor, 
but to the Employment Service Office in the states where sites had been selected 
Additionally, it should be noted that the military liaison to the U ^- ^P^^ment ol 
Ubor had already indicated at the Apt'l 1989 meeting with the ASVET and at a 
meeting held at Fort Bragg, North Carolina that veterans service organizations 
would not be allowed on military installations During the meeting at fort Hragg. 
the military liaison indicated he was carrying the message directly from General 
Jones, U S. Department of Defense r » . *i. * 

In part, a reason for meeting with the U.S. Department of Labor was that we 
were considering increasing staff to suoport this program However, we could not do 
so without knowing the sites to be selected. 

At the May 11, 1990 hearing, the ASVET testified that no veterans service organi- 
zations were participating in the TAP/DTAP program The reality is that, the DAV 
currently provides staff for service medical record review and veterans t)eneiits 
briefing information at TAP/DTAP programs which are being conducted at <^ amp 
Pendleton, California and Fitzsimons Army Hospital. Colorado Additionally, the 
DAV has, as part of an ongoing effort, continued to provide these services to virtual- 
Iv all of the CAP program sites in California and Lowrv Air Force Base, Colorado. 
' We are planning to provide support for programs being implemented at lour 
Texas sites* Uckland Air Force Base, Randolph Air Force Base. Fort Sam Houston 
Brooks Air Force Medical Center. Jacksonville Naval Medical Center. Florida: tort 
Benni»>g, Georgia: and three sites in Virginia Norfolk Naval Base. Fort bustis. and 
Ungley Air Force Base Additionally, we have been providing' service medical 
record reviews for retiring fla^'ship officers in Washington, DC 
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Surprisingly, all contacts requesting our participation at the TAP/DTAP sites 
have come from the military mstallations. An example of the problem is that our 
contacU in May with the Virginia Employment Commis ion (VEC) resulted in the 
VEC indicating they did not need the DAV participatioi. t the Virginia sites We 
are currently following up with the VEC to determine if they will reconsider this 
decision. 

Complicating our efforts to participate m the implementation of this program has 
been the lack of an overall program plan and directives assigning authority and re- 
sponsibility to field personnel. 

In spite of these criticisms, we continue to support it and believe it will be success- 
ful because of the consensus among all the parties that this program should succeed 

Our organization continues to be concerned about the level of employment serv- 
ices provided to veterans and the potential impact on staffing the TAP/DTAP by 
Local Veterans' Employment Representatives (LVER) and Disabled Veterans Out- 
reach Program (DVOP) staff While we absolutely support this program and believe 
it IS appropriate to use LVER and DVOP staff, we remind the committer that last 
year the Employment Servir ^ inactr ated nearly half of the veteran applicants with- 
out any service; reduced the number of offices available for services; reduced serv- 
ices available such as counseling and testing; and many offices now do group intake 
instead of individual intake of applicants because of lack of staff. 

At the same time these problems exist in the field, the administration has re* 
quested a budget cut in the Employment Service budget and has requested in ad' 
equate funding for the DVOP and LVER program. There is no question that the 
resources allocated to staff TAP/DTAP will necessarilv impact an already overcom- 
mitted agency. 

We believe the U S. Department of Labor has failed to set standards for veteran 
services in accordance with Title 38. Section 2tM)7 which requires each eligible veter- 
an to be provided a service Additionally. Title H8, U S. Code, Section 2(K)() requires 
the Department of I iibor to request adequate funding to provide such service.s 

Thank you for considering these comments 
Sincereiv, 

Ronald W Drach. 

Xattonal Employment Director 



PREPARED STATEMENT OF FRANK R DeGE:ORGE. ASSOCIATE 
LEGISLATIVE DIRECTOR. PARALYZED VETERANS OF AMERICA 

Mr Chairman and members of the Committee, it is a pleasure and personal prtvi* 
lege to appear here today on behalf of Paralvzed Veterans of America (PVAi. a con- 
gressionally chartered veterans' service organization PVA appreciates this opportu- 
nity to present its views regarding certain changes and improvements in employ- 
ment, education and home loan programs for veterans and serviceniembers Specifi- 
cally, I will address the five bills pending before this Committee todav (S 2100. S 
S 2484. S 2:yM and S 2:AVy) which would collectiveh amend chapters M). 'M 
H2, :n and 41 of title :i8. United States Code 

S 2100, "Vctkrans Compensation Cost-ok-Livinc; Aiuistmknt Act of 1!HK)" 

SEC 401 PVA supports the provibion for postponement of time limitations on 
counting of Vietnam-era veterans in disabled veterans outreach program specialists 
i jnding formula until December 'M. 

SRC 408 and S 254<i Mr Chairman. PVA belic\es the concept of providing em- 
ployment and training information to individuals prior to their discharge from 
active duty has s.gnificant merit believe the creation of the "tran-sition cKs-ist- 
ancc program" TAP) as estabh. .'d in the "Veterans' Benefits Amendments of 
l!)89 is a proper initial response to the increasing numbt»r of people leaving the 
military As several hundred thousand servicemen and women leave the US 
Armed Forces over the next 2 years due to DOD personnel cut-backs, it is e.speciallv 
important that our Government facilitate the assimilation process from active mili- 
tary duty to gainful civilian emplovmenl b\ counseling and assisting these individ- 
uals 

PVA has testified in favor of expanding the pilot program be von d the existing 
liniitations expressed m Public Uws 101-2;n In view of general funding shortfalls 
and certain administrative problems which certainly at feet veteians' employment 
and training programs, we do agree with you that there is reason to be concerned 
about the Department of Labor's ability to implement an extensive expansion v^ ith- 
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out adversely affecting counseling and training services for those chenis who pres- 
ently use the program. , , . r 

PVA therefore has no objection to a cautious approach to the expansion ot the 
existing pilot program as recon^mended in S. 2100. It seems reasonable to us that 
the Secretary of Labor should be required to take certain precautions before moving 
additional personnel iDVOPs and LVERs) to military bases and expanding employ- 
ment services for this new cohort of eligible clients. Existing services must not be 
undermined by an expanded program spread so thin that disabled veterans seeking 
employment are adversely affected. Certainly at issue, we believe, is tne matter ol 
appropriate funding and the involvement of the three departments which have a 
stake in the success of TAP-the Departments of Ubor. Veterans Affairs, and De- 

fensO' r 

Obviously, with this massive exodus from the ranks of soldier to the status of ci- 
vilian just over the horizon, a mechanism must be in place for the Secretary to 
move quickly if further expansions of the program are deemed appropriate It would 
be a tragic mistake to be overly cautious and be steamrolled by a swollen number of 
eligible beneficiaries rendering the well-intentioned program useless 

We therefore recommend that those provisions in vour bill which require the bee- 
retary of Labor to determine the success and necessity of the program be applied in 
such a manner as to allow incremental or limited expansion without exhaustive re- 
porting requirements or labor-intensive input from VA and DOT). Further, although 
VA does have an obligation under section 24ll3), title United States Code, to pro- 
vide certain outreach services to members of the Armf»d Forces to the maximum 
extent possible, we would encourage the Secretary of Veterans Affairs to carefully 
prioritize limited VA resources so as not to dilute the on-going efforts of VA s veter- 
ans Services Division to assist vetcrans-especially disabled veterans-and their 
families. We fullv understand VA's responsibility as mandated by section ^4 lu^) 
However, we firmly believe that DOD has a clear rcsponsibility-and perhaps a 
greater financial responsibility— to assist its own personnel who are nearing prema- 
ture release from active duty. 

S. 2100, Technical Correction to Pl'blic Law 101-2X7 

Mr. Chairman, section 404(0 of your bill makes two technical corrections involv- 
ing VA*s home loan program First, you have properly recogni/ed that VA home 
loan guarantees can be authorized in cases of homes which cost more than the max- 
imum guarantv, and second, you have properly adjusted the Government s contribu- 
tion to the new Guaranty Indemnity Fund when the veteran chooses to make a 
downpayment on his home PVA supports these corrections 

S 2488, "Vcterans* Educational Assistanck Improvkments Act of 

The Department of Veterans Affairs initiated this legislation to amend title 10 
and title United States Code, which includes certain provisions that address the 
educational assistance programs ior veterans and eligible per^^onh. and for other 
purposes 

title I 

SEC 101. The Administration s bill addresses t ? issue of alternate secondary 
school credentials for Montgomer> 01 Bill eligibility We believe it is important to 
have uniform and properlv acceptable standards when considering secondary school 
credentials. In some m.tr.nces, current eligibility can be based on credentials as in- 
significant as a certificate of attendance We have no objection to uniform regula- 
tions bemg promulg,ited by either the Department of Veterans Affairs or the De- 
partment of Defense , r * I U kl 

SEC. 102 PVA supports this provision to expand eligibility for \ocational rehaoiii- 
tation for disxibled servicepersons pending discharge PVA reiterates its belief that 
all service disabled veterans, regardless of their period of service, shou d receive per- 
manent and foremost preference in employment training and job placement pro- 

^'^SEC 10:i PVA has no objection to this provision for extension of the period pre- 
ceding automatic disenrollment under chapter ,i2 . , 1 

SEC 104 PVA supports this pro\ision for certain induiduals to eliminate an 
overpavment bv performing work-stud\ services This is an alternative, subject to 
agreement, that extends and provides the \'A certain abilitu-. for recoupment ot 
overpayments 
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SEC. 201. This provision addresses the matter of honorable discharges for Mont- 
gomery GI Bill eligibility. PVA supports this provision whicl^ extends certain eligi- 
bility requirements for individuals who continue on active duty; who are honorably 
discharged; or who are placed on the retired list, transferred to the Fleet Reserve or 
Fleet Marine Corps Reserve, or placed on the temporary disability retire\1 list. 

SEC. 202. PVA strongly opposes this provision which would eliminate '.he advance 
payment of subsistence allowance for chapter 31 beneficiaries. The Department 
argues that in view of the fact the DVA pays all training costs for such veterans, 
advance payment of subsistence allowance is not warranted. 

We continue to take issue with this assessment. The need for subsistence allow- 
ances is, in many cases, unrelated to the direct expense of tuition, books, and fees. 
Although such allowances are often justifiably used for tuition when certain schools 
require partial payment prior to the commencement of training, other living ex- 
penses are equally important during initial periods of training and demand the ne- 
cessity of advanced pay. We do not believe that advances from the chapter 31 re- 
volving fund offer a better solution to the financial subsistence needs of a student at 
the beginning of his training. 

SEC. 203, PVA opposes deletion of the provision for advance payment of the work- 
study allowance. Advance pay is an essential support mechanism for many individ- 
uals to successfully achieve the objectives of VA's work-study program. 

S. 2484. "Veterans' Housing Amendments Act of 1990" 

At the outset, PVA wishes to thank you, Mr Chairman, for excluding several par- 
ticularly objectionable features of the Administration's bill (i e., downpayment re- 
quirenients. increased funding fees, VA property l'>ss provision, manufactured home 
provision) from this hearing. 

PVA opposes section 7 of the Administration's bill which would require that an 
application for a housing debt waiver be made within 180 days from the date of noti- 
fication. Mr. Chairman, we see no compelling reason to impose this limitation. For 
what may be the largest purchase in a veteran's life, we believe he or she must be 
given every chance to submit a legitimate request for waiver consideration. Wheth- 
er such request is filed upon receipt of notification or several years thereafter, the 
requirements set forth by Public Law 101-237 regarding "equity and good ron- 
science and "fraud, misrepresentation, and bad faith" standards should be applied^ 
and a decision rendered. This provision would result, we believe, in the denial of 
many otherwise legitimate applications. 

PVA also opposes section 9 of the Administration's bill which would merge the 
Direct Loan Fund and the Loan Guaranty Revolving Fund. As you know, the Direct 
Loan Program provides the availability of direct VA loans to severely disabled vet- 
erans who require specially adapted housing assistance. The current maximum loan 
amount is $33,000 with a 30 year maturity. 

Although such a merger would currently have no adverse effect on the ability of 
an eligible veteran to obtain a direct VA loan, PVA opposes the proposed merger on 
the grounds that the long-term viability of the program will be jeopardized when 
the Loan Guaranty Revolving Fund eventually goes out of business. We believe it is 
easier to pi^rve the existing structure than to resurrect a new program sometime 
ilLLmr a/ ^* Other than providing a more consolidated method of bookkeeping for 
the DVA, we do not believe it is in the best interest of disabled veterans to merge 
the two funds. 

Concerning section 10 of the Administrations bill, PVA does not believe a 
member of the U S Armed Forces should be treated differently than a veteran or 
surviving spouse This provision wc ild authorize the Secretary of the Treasury to 
withhold a soldier's Federal taxes for a VA housing debt without consent and with- 
out the proceeding of a court of competent jurisdiction. Likp veterans and their sur- 
vivors, we believe section 1820 of title 38, United States Code, should continue to 
apply, as written, to active duty personnei. 

S. 2537, "VA Educational Assistance for Flight Training" 

Mr Chairman, in 198() you and Senator Frank Murkowski coauthored legislation 
which resulted in the creation of the Commission to Assess Veterans' Education 
Policy As you know, the Commission submitted a thoroughly comprehensive study 
concerning the Administration of DVA educational programs and provided, we be- 
lieve, an invaluable tool for DVA nnd the two Committees on Veterans' Affairs 




One of the recommendations made by the Commission pertained to the standardi- 
zation of VA educational programs. Although PVA did not support the resurrection 
of flight training benefits in 1988, we are not opposed to the enactment of S. 2537 in 
view of the fact that Public Law 101-237 provideid such benefits for chapter 80 veter- 
ans last December. We see no reason why veterans who entered the service between 
1974 and 1984 should be subject to different standards for flight training than veter- 
ans who are eligible for the Montgomery GI Bill. 

PVA does wish to caution the Committee concerning the inclusion of VA reim- 
bursement for solo flight training. Although we do not oppose the amendment to S. 
2537 which would permit reimbursement of 60 percent of tl ^ cost of solo flight 
training, we wish to remind the Committee that this is the area of the program 
which was most vulnerable to abuse before Public Law 98-35 prohibited new enroll- 
ments for flight training 9 years ago. As we have dea^t with this issue over the 
years, the one consistent theme that has run throughout our research has been the 
view of VA adjudicators who believe too many individuals performed solo flight for 
recreational purposes rather than vocational purposes. 

We therefore recommend that, if enacted, v A establish effective policies and regu- 
lations which closely monitor the oversight of solo flight hours thereby ensuring 
that limited VA resources are not paying for recreational flying. 

Mr Chairman, in conclusion, PVA appreciates your continued efforts and con- 
cerns on behalf of the men and women who presently serve and have served the 
Nution. I will gladly answer any questions that I can. 



PREPARED STATEMENT OF CHARLES R JACKSON, EXECUTIVE VICE 
PRESIDENT, NON COMMISSIONED OFFICERS ASSOCIATION OF THE 
UNITED STATES OF AMERICA 

Mr. Chairman, the Non Commissioned Officers Association sincerely appreciates 
the opportunity to appear before the Committee this morning and we commend the 
Committee for holding this hearing NCOA has specifically been asked to comment 
on three general areas of concern to veterans. Among them are proposed improve- 
ments in loan guaranty, education and unemployment programs Underlying these 
issues are efforts to improve transition benefits and counseling for members of the 
Armeo Forces facing involuntary discharge in anticipated force reductions Since 
about 70 percent of the Association's membership is on active duty and potentially 
subject to involuntary separation NCOA is particularly grateful for the attention 
being given to transition programs 

Education Issues 
S. 2483 

First under consideration today is S. 2483 the Veterans Educational Assistance 
Improvement Act of 1990 as proposed by the Administration The first few sections 
of the bill would, allow the Secretary of Veterans Affairs to determine high school 
education equivalency for the purpose of benefit eligibility under the Montgomery 
GI Bill (MGIB); extend vocational benefits and services to certain disabled veterans 
awaitinf discharge; extend the privilege f benefit application for 1 year under the 
Veterans Educational Assistance Program iVEAP); and, create new authority under 
the work-study program allowing veterans to reduce their indebtedness to the De- 
partment by working it ofl under the program NCOA views each of these changes 
as desirable. 

Also included in the bill are provisions that would eliminate advance payment au- 
thority under the Vocational Rehabilitation program, and eliminate the 40 percent 
advance payment under work-study agreements Since advance payments could be 
replaced by eaucation loans NCOA supports these provisions too. 

NCOA does however oppose section 201 of the bill which seeks to reinforce the 
honorable discharge requirement for benefits eligibility under the MGIB Indeed we 
question the honorable discharge requirement altogether. 

Mr. Chairman, NCOA was an early and vocal proponent of the honorable dis- 
charge requiremf* .t contained in the GI bill It was, after all, a high quality pro- 
gram designed to attract high quality recruits to give high quality service We have 
recently learned however, that our faith in the equity of the military discharge 
syste] 1 might be somewhat displaced. 

For example, a recent review of service discharge regulations reveals that under 
the Navy Military Personnel Manual ipara 3610300 et seq ) any sailor whose service 
would normally be characterized as general will be given an honorable discharge if 
he or she received a personal award during service Individua*^ who have used ille- 
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gai drugs, who are known to be homosexual and those who are overweight may re- 
ceive an honorable or general discharge at the pleasure of the discharge authority. 
Soldiers released under parallel Army regulations (AR 635-200, sections 3 through 
ID can't buy an honorable discharge with a personal award. Nevertheless, those dis- 
charged merely for failure to pass random drug screening ''will be honorably dis- 
charged" under the regulation. Others, regardless of offenses committed while in 
service, "must be honorably discharged" if they complete their full period of obligat- 
ed service. Overweight soldiers receive an honorable discharge absent convictions 
for other crimes and misdemeanors. Airmen whose only offense is weight control 
failure may receive a general discharge while his or her homosexual counterpart 
will likely receive an honorable discharge according to information supplied by an 
Air Force spokesman The Marine Corps in its Separation Manual (MCO P1900,16D 
section 1001 et seq ) is probably the most objective It requires discharge authorities 
to average proficiency and conduct marks received by the Marine during the course 
of service and proscribes cutoff scores for honorable versus geneial discharges. The 
Corps is so overzealous in its quest for equity that para, 6406 of the manual prohib^ 
its the early release of a Marine elected to the office of the President or Vice Presi- 
dent of the United States if the Marine owes a financial or obligated ser\'ice debt to 
the Corps. 

When NCOA promoted the honorable discharge requirement for benefit eligibility 
under the MGIB; it was noi done with the intention of rewarding Army drug users 
while discriminating against overweight airmen. We do not believe that was con- 
gressional intent either 

Accordingly NCOA urges the Committee to modify MGIB discharge requirements 
to allow program participation by those who receive a general discharge under hon- 
orable conditions. This requirement would be consistent with the characterization of 
service requirements for particination in other veteran education programs. Consid- 
ering that we place no behavioral requirements on those who share in billions of 
dollars in civilian e<f ucation grants, it seems only fair not to be too hard on veter- 
pns. 

S 2587 

NCOA IS also pleased to endorse S 2537 and Senator Daschle's amendment there- 
to. This bill would open flight trtining opportunities to VEAP participants on the 
same basis as benefits are available under the Montgomery GI Bill Senator 
Daschle's ntnendment would elimin'^te language in existing law prohibiting reim- 
bursep.ent for solo flight training The Association believes strongly in the flight 
training program and views solo flight training as a critical element thereof We 
commend the sponsors of these proposals and encourage theirs passage. 

Additional Education Recommendations 

There are several additional points regarding education benefits which NCOA be- 
lieves should be improved Since they have been reviewed before, we will try not to 
belabor our arguments 

— NCOA continues to believe it would be equitable and desirable to allow Viet- 
namnera veterans a full 10 years to use their education benefits Ser\'ice discharge 
policies and earlier force reductions denied many veterans the educational opportu- 
nities they earned and deserve 

— The Association continues to believe participation fees discriminate against 
those who might benefit most from participation in the program These fees were 
added by amendment late in the bill s consideration Hopefully the Committee will 
eliminate or reduce the fees. Perhaps the fees could be offset by length of enlist- 
ment For example 6 years of service* no fee, 4 years of service, $300, 3 years of 
service $600; 2 years of service, $1,200 

— Implicit in enactmen of the MGIB was that fees would be waived for combat 
service The United States i)eration in Panama last December was the first combat 
operation undertaken since enactment of the MGIB NCOA believes participants in 
that operation should be granted free MGIB eligibility. 

—If fees are not eliminated or benefits related to years of service NCOA advocates 
open enrollment upon reeniistment for those who previously derli*^c<l to participate 

Finally, NCOA believes the MGIB can play a major role in easing the transition 
of service members involuntarily separated during iorthcoming force rt»ductions. We 
urge the Committee to authorize enrollment of VEAP eligibies in the MGIB, and 
others who are not eligible for the benefits This will allow those who wish to transi- 
tion to the civilian work force— across the college campus— as bo many veterans did 
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after WWII, Korea and Vietnam. But to truly make this opportunity possible bene- 
fits must be increased to a level which will support such a transition. 

Rates under the Montgomery GI Bill were set when the bill was first written in 
1982. Since that time education costs have risen more than 212 percent A test pro- 
gram of GI education benefits established while the MGIB was under consideration 
now pays $464 per month to those eligible for the program. Yet even these benefits 
do not compare to the value of education benefits paid in 1970. 

Mr. Chairman, Congress may soon enact a national service program. As currently 
constituted it would pay participants $10,000 in education benefits or housing vouch- 
ers. We believe recent reports on "project 100,000" demonstrate the wastefulness of 
these types of programs. But, this waste takes on hideous proportions when com- 
pared to the GI bill which pays veterans $9,600 in education benefits for 4 years of 
service. 

If there is to be a peace dividend, how could it be spent any better than on educa- 
tion benefits for veterans. The United States must invest in the next generation of 
veterans leadership. 

Employment Issues 

NCOA was specifically asked to comment on section 401 of S, 2100 which A'ould 
extend the DVOP and LVER formulas until December 31, 1993, The Association is 
encouraged by the Chairman's introductory remarks on the bill indicating a dtsire 
"to provide stability in staffing" and time to rethink the formula to make staffing 
less dependent on the population ot veterans from a single era Enactment of this 
provision has our whole hearted support. 

Amendment 157o 

Also fully endorsed by ^he Association is the Chairman's amendment number 
1575 to S. 2100. NCOA has examined the Chairman s proposal and the Administra- 
tion requested bill, S. 2546 which was introduced by Senator Thurmond (by request) 

S 2546 would authorize the Labor Department to provide employment and coun- 
seling services to servicemembers up to 90 days prior to release from active duty 
Unfortunately, the bill does not provide additional personnel or funding to the 
Labor Department to execute these additional responsibilities, 

Mr. Chairman, NCOA believes the Defense Department and mnny Members of 
Congress have demonstrated a somewhat cavalier attitiiJe about pending force re- 
duct ions. Too many are worried about weapons systems preservations or "peace 
dividends ' which can be turned to social programs or "pork projects," In this con- 
text the Association appreciates even more the efforts of people like Representatives 
Downey, Slattery and Bilirakis and Senators McCain, Cohen and others We include 
the Chairman in this category, too. j , • 

Amendment 1575 expands the transition assistance program created last year m 
Public Law 101-237 by requiring the cooperation of the Secretaries of Labor, De- 
fense and Veterans Affairs in providing services currently available to veterans We 
believe the cooperative approach provided in the amendment will more adequately 
meet the transition needs of servicemembers. 

Other Transition and EMPLCfMENT Issues 

Last year, the Appropriations Committee removed the transition funds from the 
DOD request. Measures such as this are detrimental to morale and deny the obliga- 
tion we have to those who berve in the Armed Forces While we understand this 
issue lies beyond the jurisdiction of the Committee we encourage the Committee to 
communicate with its colleagues on Appropriations to recommend against such pro- 
hibitions in future acts. 

Concurrently we encourage contact with the Finance Committee in support ex- 
tending full UCX benefits to departing servicemembers It is unfair to deprive servi- 
cemembers and their families support during transition. 

Within the prerogative of the Committee we encourage the reorganization of the 
Secretary's Advisory Committee on Veterans Employment at the Labor Depart- 
ment. As it is currently constituted, the Committee has little effect on veterans' pro- 
grams. We believe a Committee with a responsibility to publish its findings and 
report to Congress could be a tremendous asset as changes are considered in the 
Veterans Employment and Training Service in the future. 
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Loan Guaranty Issues 

Finally the Association has been asked to comment on loan guaranty issues and 
another Administration bill S. 2484. Among the items in the bill supported by 
NCOA are: extension of automatic lender appraised review authority; repeal of 
public sewer and water requiremenU for new construction; provisions to make per- 
manent foreclosure counseling; and authority to extend information on veterans to 
HUD. 

NCOA has specifically not been asked to comment on increased fees, termination 
of the manufactured housing loan program, revision of the nobid formula and pro- 
posed downpayment provisions in the Administration bill. Hopefully the Committee 
has already rejected thee ideas. 

The As^-^iation does strongly object to the adoption of two provisions contained in 
sections 9 and 10 of the bill. Section 9 would authorize the merger of the Direct 
Loan and Loan Guaranty Revolving Funds. Concur»-ently the merger would abolish 
a $2 billion debt owed to veterans. By our measure the Direct Loan 1^'und was cre- 
ated by veterans as a perpetual fund intended to support the housing needs of 
future veterans. While NCOA recognizes the Administration is unlikely to even con- 
sider this a debt, we do not believe it should be so readily abolished 

Section 10 of the measure would deny judicial process to Federal employees and 
military personnel in collection of administratively established housing debts. 
NCOA does not believe it would be appropriate to single-out Federal civilians and 
military personnel for such treatment just because they are handy 

Other Loan Issues 

Mr Chai rman, NCOA continues to believe the loan guaranty program is set on a 
course of financial destruction As long as Government continues to sell loans at 
*Tire sale" rates the program will be in perpetual need of appropriations The loan 
guaranty program was never intended to be self-supporting but neithe*- should it be 
as expensive as it has grown Additionally, veterans should not be paying fees to 
support it. 

Several things must be done to set it on the path of recovery. Foremost, below par 
loans sales must be prohibited. Second, the Administration should be required to 
make its contribution to the Mortgage Indemnity Fund in inveslable outlays instead 
of budget authority lOU's. Finally, management of the program must be somehow 
insulated from OMB pressure regarding loan sale policy. Only this and time will 
assure a successful long-term program 

Additionally NCOA encourages the Committee to consider expansion of the loan 
guaranty program to include members of reserve components committed to 6 or 
more years of service Reservists, in recent years, have become an intt-gral part of 
the Armed Forces. In fact, their role has expanded so much that it is inpossible to 
mount a major operation without reserve participation. Their concribution to serv- 
ice should be rewarded with some veterans recognition 

Thank you 



STATEMENT OF JOHN L. BAKER, PRESIDENT, AIRCRAFT OWNERS AND 
PILOTS ASSOCIATION 

Mr Chairman, my name is John Baker, and I am President of the Aircraft 
Owners and Pilots Association. 

AOPA represents the interests of 800,000 indwi ual members who own and flv 
general aviation aircraft to fulfill their personal ai.> business transportation needs 
That is 60 percent of the active pilots in the United States AOPA members own or 
lease G2 percent of the aircraft in the general aviation fleet 

Thank you for the opportunity to submit testimony in support of S 2537, legisla- 
tion you and Senator Daschle recently introduced to expand the eligibility of veter- 
ans for flight training educational assistance We have worked with Senator Daschle 
for years in pursuit of a carefully targeted program providing flight training e^Juca- 
tional assistance lor veterans, since the broader flight training benefits available to 
Vietnam-era veterans were terminated We commend him on seeing this effort 
through, and thank you also for your invaluable support. 

I hear more about this it>sue from AOPA members than any other when I'm on 
the road My staff fields questions literally every dav. The costs a&sooiated with 
learning to fiy, especially to obtain the certificates and ratings necessary to pursue 
a flying profession, are prohibitive for many qualified individual Our members, 
particularly the younger ones, need all the help they can get in order to seek train- 
ing for an aviation career m the most timely and efficient manner possible 
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This legislation is designed to help mitigate an ever«increasing problem m this 
country, and that is the civilian pilot shortage Spiralmg costs are a factor, to be 
sure To name a few others, the airline industry has experienced explosive growth 
since deregulation. A majority of our war-era trained pilots who moved on to the 
airlines 30 or 40 years ago are now approaching the mandatory retirement age. Ihe 
Armed Forces are workir.g harder to retain pilots in the military, which is the tradi- 
tional recruiting grounds for the airlines. . o . * ■ 

At a hearing last August before the Senate Aviation Subcommittee, an Air Force 
representative testified that in 1987 and 1988, over 50 percent of the pilots hired by 
airlines were former military pilots. Pilots leave the military faster than they can 
train replacements. Yet even if this undesiiable trend continues, the Air Force esti- 
mates the military supply will be unable to meet the expanding demand of the com- 
mercial aviation market. And these estimates were made before anyone could even 
conceive of a *'peace dividend," and the presumably reduced requirement for mili- 

^^ThrCovernment invests $4 to $6 million in training for each military pilot. We 
suggest that a much smaller monetary contribution to veterans flight training 
would be a more cor* "^ective investment of Federal dollars It would also go a long 
way toward contriD ig to the Government commitment to help veterans find 
meaningful employment. ..... i- * u 

The totjal number of active pilots in the country declined by over Ij) percent be- 
tween and 1989. The number of active student and private pilots was down Zj^ 
percent during roughly the same period Between 1978 and 1981 ,> an average of 
119 00() individuals started to lea-n to fly each year But in 1988, only M),000 student 
starts were recorded. Worse yet, fewer student pilots are completing their training 
and actually obtaining a private pilot certificate— (>S,000 in 1982 compared with 
58,000 in 1987. . ^ . r »u 

The Future Aviation Professionals of American projects that until the end ot the 
1990's, we are faced with a shortage of pilots needed to fill 32,000 jet pilot positions 
PAPA also projects a shortage of candidates for up to 80,000 nonjet regional airline 
pilot positions. , ^ j 

Of course, the major airlines are not the only important employers »^aced with '-in 
impending lack of qualified pilot applicants AOPA projects a dearth of 80,000 to 
120,000 general aviation pilots in essential nonairline jobs, such as air ambulance 
pilots, crop duster? ''nd corporate pilots. _ . • i j 

Without a doubt, AOPA advocates expanding flight training assistance to include 
chapter 32 veterans who are eligible for educational benefits under the Y<?terans 
Educational Assistance Program. This is the purpose of Senator Daschles bill i 
don't think we can make a complete case, however, without first discussing the 
flight training educational assistance, authorized under the original OI bill 

These benefits were terminated m 1981,^ following a 1979 General Accounting 
Office report criticizing the program. It's important to remember, though, that the 
benefits were eliminated for budgetary reasons primarily, not because of substantial 
allegations of abuse. They were targeted to meet budget reconciliation instructions 
mandating savings from veterans programs for fiscal year US2. . 

The GAO report cited evidence that only 1(5 percent of flight trainees under the 
program had full-time jobs directly related to this training However, the only pro- 
fessions that met GAO criteria A/ere that of a fiight instructor or an airline pilot 
This criteria neglected to include other types of full-time aviation jobs It also ne- 
glected to take into account that the original legislation was authorized for purposes 
ancillary to a pilot s main profession. , , • u um« 

The GAO survey did not specify those pilots who were holding other jobs while 
"building hours," which makes them more desirable for full-time fiving jobs At the 
same time, GAO maintained that, "The number of veterans who have already re- 
ceived night training under the GI bill substantially exceeds the number of pilot 
jobs presently available through 1985 ' We're well past 1985, and for a number of 
reasons we know this statement no longer rings true. The pilot shortage is very 

'^^In order to qualifv for flight training reimbursement under S 25S7, a chapter 32 
veteran mut have successfully completed training to receive a private pilot license 
This requirement ensures that a veteran seeking further aviation education is one 
who has demonstrated the proper motivation, a significant financial commitment, 
and the requisite flying skills prior to receiving assistance under this program 

The program would have to be used strictly for vocational purposes Ihis stipula- 
tion would -imit the potential for abuse, as well as help Veterans Administration 
officials determine who might be taking unfair advantage of the fiight training edu- 
cational assistance for other than vocational purposes 
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Senator Daschle s original bill allows for only 60 percent reimbursement for the 
cost of dual flight training. This provision greatly enhances the persou?! financial 
stake the veteran must make in his own career, again ensuring that those veterans 
participating are serious about a career in aviation. 

Naturally, AOPA heartily endorses the measure Senator Daschle proposes to 
amepd his own legislation by allowing reimbursement of a veteran for the cost of 
his solo flight training. Some may be concerned that this provision would create 
more opportunity for abuse. But we hasten to assure them of the strict nature of a 
part 141 pilot school (i.e. FAA-approved). Part 141 schools are required by law to 
maintain detailed records of each student's accomplishments, above and beyond the 
students notation^ in their logbooks. And only veterans participating in part 141 
programs are eligible for benefits under the program. 

Mr. Chairman, we urge you and your colleagues to work for enactment of S 25,^7 
as well as Senator Daschle s pending amendment (No li562). These benefits wiM 
help address our critical pilot shortage, and they will ensure that veterans are given 
a fair chance to obtain these positions as they open up. 

Thank you for considering our views, Mr. Chairman 



STATEMENT OF NOEL C WOOSLEY, NATIONAL SERVICE DIRECTOR 

AMVETS 

Mr Chairman and members of the Committee it is a privilege to appear before 
you to present testimony with respect to veterans employment, education and home- 
loan legislation. 

While overall emploj^ment statistics pertaining to veterans are ehoouraging, the 
effectiveness and efficiency of DOL's veterans programs must be gauged by the 
status of the delivery system— the United States Employment Service (USES), the 
Local Veterans Employment Representatives (LVER), and Disabled V'^terans Out- 
reach Program Specialists (DVOPS). Veterans are dependent upon these three ele- 
^^^^^ private sector employment and training programs for which they 
qualify. For veterans priority of services" to be meaningful, the service delivery 
pointe of USES must be accessible, staffed with competent, trained professionals 
who have the resources to perform their mandated responsibilities 

S. 21()() TITLE IV— Miscellaneous, Section 401 Postponement of time limitations 
on counting of Vietnam-era veterans in disabled veterans outreach program special- 
ists funding formula. 

Large pockets of Vietnam veterans, in particular, the disabled and minority, con- 
tinue to endure readjustment difficulties. This has been substantiated by the BLS 
biennial studies of unemployment among special disabled veterans and Vietnam 
Theater veterans. AMVETS is appreciative of the efforts of BLS, particularly Ms, 
Sharon Kohaney in developing those reports. We understand that a current report 
has been compiled and we encourage DDL to expeditiously publish its results In 
view of the National Vietnam Veterans Readjustment study, projections of homeless 
Vietnam veterans and the continuing unemployment difficulties experienced by 
these veterans, AMVETS supports extension of the definition of a 'Veteran of the 
Vietnam era" to December 3L 199G. 

S. 2483— Veterans Educational Assistance Improvements Act of 1990. 

Section 101, This provision would enhance the overall eligibility and thus partici- 
pation in the Montgomery GI Bill; therefore, we support section 101 of S. 2483. 

Section 102 The need to expand vocational rehabilitation services to those indi- 
viduals still on active duty who will be discharged with or based on service-connect- 
ed disabilities is long over due. AMVETS supports section 102 of S, 2483 

Section 103, We are supportive of this proposed change which would allow an in- 
dividual to perform work-study related duties to offset educational payments. 

Section 202, AMVETS vigorously opposes this proposed change based on the 
promise that many veterans would be unable to stay in training if this advance was 
unavailable. 

Section 203, The provision for an advance payment of the work-study allowance 
has enhanced not only participation in the program, but has enabled many individ- 
uals to stave off the bill collectors and stay in training We, therefore, request that 
Congress reject this program change. 

AMVETS supports the inclusion of flight training for those chapter 32 eligible 
veterans who may wish to pursue a career in the field of aviation, 

Mr, Chairman, with respect to the ^'Veterans' Employment and Training Amend- 
»"ent of 1990 * which will be introduced by Senator Thurmond, as well as your pro- 
posed amendment to S 2100 that would authorize the expansion of certain pilot pro- 
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grams currently administered by the Assistant Secretary of Labor for Veterans' Em- 
ployment and Training (ASVET) we offer the following 

AMVETS has consistently pursued the establishment of transitional programs for 
our servicemen and women. Separation programs that will ensure ^hese \eterans 
are provided every possible assistance in readjusting to the civilian work force is a 
necessity These young Americans are a valuable resource that our Nation's employ-- 
ers have yet to actively recruit. Our attention was drawn to the need for such pro- 
grams in 1986. We are now moving to establish congressionally mandated test pilots 
that are restricted in number by law 

Current events and projected reductions in our defense forces dictate that we re- 
visit these programs with an eye toward moving beyond "pilots " The Army alone is 
estimating a manpower reduction of 180,000 Any accelerated expanse of the DOL 
transition program must consider current and projected LVER/DVOP staffing 
shortfalls and budgetary restraints on ASVET field staff. The role of the Depart- 
ment of Defense (DOD) must be clearly defined. During this austere period "in kind 
services" in the frugal mind of AMVETS is unacceptable. The discussion of the 
"peace dividend" must begin to defining DOD agencies' responsibilities to those who 
are being discharged. AMVETS is not convinced that the military has fully accepted 
its role in developing transition programs. AMVETS questions what duties existing 
DOD civilian staff, currently assigned to discharge points, will perform in referring 
individuals to the USES We a'so suggest DOD provide the USES' computer tapes 
reflecting discharges by State to facilitate job seeking We are equally concerned 
that the role of the Department of Veterans Affairs in this program has not been 
cemented into place A substantial number of individuals facing discharge will have 
disabilities, will be seeking home loans and education entitlements. This influx of 
unanticir i d inquiries and services on depleted Veterans Benefits Counselors and 
Vocationhi Rehabilitation Counseling Specialists may overtax their ability to pro- 
vide adequate services. AMVETS is aware that 240 VA staff were trained by NVTI 
m 11)89 This number was equally split between the Vocational Rehabilitation staff 
and Readjustment Counseling Service. This cross-training is a must These two VA 
staff elements play a significant role in the initial veterans employment cycle and 
niay be served as an "enhancer" to the over-burdened LVER/DVOP staff in transi- 
tion programs specifically designed for disabled veterans. We encourage continu- 
ation of this training in 199^ Further, we recommend recognition of servicemen 
and women released for the good of the service as dislocated workers In addition, 
veterans should be provided equity in unemployment compensation laws 

We also suggest consideration be given to include m title .S^. United States Code, 
section 2001(5) a new subparagraph iD) "an individual serving on active duty with 
the Armed Forces who is within 180 days of the estimated date of such individual's 
discharge or release from active duty under conditions other than dishonorable" 
We propose addition of a new subparagraph in title i^S, United States Code. 
2001(r>HE), "individuals currently serving members of the National Guard or Ready 
Reserve" The role of the National Guard and Reserve in our national defense war- 
rants their being included in priority services, but not at the expense of those who 
are disabled or combat veterans 

The need to modernize, and to develop new programs for our Nation's veterans 
has been clearly identified AMVETS believes now is the time for DOL to assume a 
leadership role in this capacity I am grateful that AMVETS has been requested to 
serve on a working committee to begin development of a draft National Veterans 
Employment policy We look forward to working with members of the Adniinistra* 
tion, the Congress and our counterparts in this process 

Mr Chairman, this concludes my statement 



STATEMENT OF THE ASSOCIATION OF COMMUNITY COLLEGE TRUSTEES 
AND AMERICAN ASSOCIATION OF COMMUNITY AND JUNIOR COLLEGES 

Thank you for asking AACJC and ACCT to comment on S We are pleased 

that vou and your Committee are considering amendments to impro\e the educa- 
tional assistance programs for veterans and service members 

The community, technical, and junior colleges have looked upon the Montgomery 
GI Bill as a major building b'^k of both national securit\ and economic competi- 
tiveness. Even as the anticipated reductions in force occur, the educational bt'nefits 
used bv servicemembers and veterans of the Guard. Reserve, and Acti\e Forces will 
remain a vital and continuing source of ad\anced skills so urgent l> needed to keep 
the U.S. economy in the forefront of global competition The influence that the 
MGIB has had in helping the services to attract more able personnel is a g(wd mdi- 
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cation that the high school diploma or GED should continue to be required for entry 
into the program. 

The bill's section 102 provision of vocational rehabilitation for disabled serviceper- 
sons pending discharge ought to have been added to the law much sooner. The earli- 
er the rehabilitation is started, the better the chances that the disabled has a full 
recovery. This provision has our wholehearted support— as does section 104 

We respectively request that this letter be included in the Committee record as 
our statement on the bill, as requested in your letter of May 1 Thank you again for 
requesting our views 

STATEMENT OF COL. RICHARD C KAUFMAN. U S ARMY (REl i. ASSISTANT 
DIRECTOR. LEGISLATIVE AFFAIRS. ASSOCIATION OF THE UNITED 
STATES ARMY 

Mr. Chairman and members of the Committee, it is a pleasure on behalf of the 
more than 140.000 active duty reserve component and retired members of the Asso- 
ciation of the U.S. Army (AU&A) to present our views on S 2100. S 2483. S 2484. S. 
2537 and S. 2546. 

Today s her4ring is an ambitious undertakmg for the Committee in that you are 
addressing' 4 myriad of new title 38 benefits related to veterans' education, employ- 
ment and rehabilitatif n You have our appreciation for providing careful oversight 
to veterans' programs and our best wishes for continued success in meeting the leg- 
islative needs of our veterans. 

These are difficult times for active duty personnel and for those who will be leav- 
ing the service during the expected reduction in force over the next 5 to 7 years 
Our veteran population should be confident in knowing that this Committee has 
their interests in mind throughout their deliberations on substantive entitlement 
issues 

During these periods of turbulence you have the opportunity to continue the 
legacy of inspired leadership and spirited sense of concern for tho«<» who have given 
service to this Nation The complex task of molding benefits that respect the dignity 
of noble ser\ice will hold this Committee in good stead, and will be long remem- 
bered by those who accepted and met the challenge when they answered the call to 
duty. 

Veterans' Compensation Cost-of-Living Adjustment Act of liM)0 

Foremost among the proposed legislation being discussed today is S 2100, the 
"Veterans Compensation Cost-of-Living Adjustment Act of 1J)90' AUSA has par- 
ticular interest in Senator Cranston's proposal to amend section 408 of the Veter- 
ans Benefits Amendments of 1989 The amendment to expand the pilot program 
furnishes employment and training information to members separating from the 
Armed Forces, and for other purposes This amendment is a commendable effort 
toward providing immediate assistance to servicemembers who may be released in 
the impending Efepartment of Defense (DoD) reduction m force. 

It IS noteworthy that the Committee is beyond the crest of the veterans' entitle- 
ment wave In fact, we might say that the wave will have tidal proportions in re- 
spect to personnel reduction in DoD Your recognition of the devastating effects that 
a reduction of this magnitude will have on veteran population illustrates an msight 
much appreciated by all associated with veterans' concerns. 

We support this expansion of employment and training information programs and 
call for its passage and implementation immediately. AUSA recently provided the 
Committee with testimony asking for similar initiatives to ameliorate the effects of 
a DoD RIF. You aggressive movement toward providing solutions to potential prob- 
lems before they overwhelm these veterans is admirable to say the least 

Our Association is also concerned with the provisions of section 401 of S 2100. 
because it will directly affect, albeit not many, some of those people whose career 
may be terminated by the build-down in our military forces We agree with the 
intent of section 401 to maintain Federal funding for Disabled Veterans* Outreach 
Program specialists (DVOP> 

It IS essential that DVOP specialists be available in their currently authorized 
numbers if the outreach program is to continue in a successful manner We agree 
that the formula for determining the number of staff should be reassessed Vietnam 
heavily influenced the numbers of disabled veterans in need of DVOP services To 
ignore the impact of their numbers on the budgetary implications of this program 
would be inconsistent with our Nation's philosophy of providing assistance to the 
most needy in the veteran popi-lation. 

Additionally. AUSA endorses the intent to make permanent changes for staffing in 
the DVOP during the 1993 fiscal year budget cycle 
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Veterans Educa.tional Assistance Improvements Act of Ut'JO 

Our members are pleased to offer their views on certain provisions of S. 2483, the 
"Veterans^Educatfonal Assistance Improvements Act of 19!t0" We support the .-a- 
tionalX.the making the Montgomery GI Bill conform to the eligibility require- 

""S^lKf the' v^u'J^r^r force has been enhanced by the requirement for a second- 
ary schobi diploma or an equivalency certificate for acceptance into 'he semce. and 
it seems logical to carry that commitment to quality in determining eligibility for 
the GI bill Quality of service is important too, and we are pleased that sec on 201 
of tte bill requires service under honorable conditions before a G! bill enrollee can 
receive educational benefits. . , , . „, , , 

AUSA is Dleased that S. 2483 recognizes the need to provide chapter 31 benefits to 
certain active duty personnel who are pending discharge for a service^onnected dis- 
abi itv We agree that chapter 31 benefits shouid not be dependent upon whether a 
soldier irbeing cared for in a DoD medical care fa-ility. Training and rehabilitation 
should Win a^s soon as possible in order to be eiTective. To do otlierwise ignores our 
responsibility for providing timely treatment in a caring and compassionate 



""onT'can only wonder why we have not already implemented other Provisions 
found in S 2483 The proposal provides ways to make the benefits ot the MU'.H 
more responsive to the needs of the veteran. Instead of disenroll.ng a veteran l^- 
cause entitlements have not been used withm a certain timeframe or a claim has 
nofbeen processed before the delimiting period has expired. S 2483 provides for an 
extension of time to make a timely claim Our Association sees the 
mdicious way in which to make the system work for the individual Too often the 
bureaucracy appears as a great, monolithic, unresponsive entity to the person in 

"The provision permitting work-study moneys to pay debts incurred because of 
over-pavments of benefits to certain veterans is a good idea "".^^^r we ^vould 
hope that work-studv program eligibility requirements are not sacrificed /"eet the 
credit needs of debtors Work-study funding is often limited We would not want to 
see eligible applicants turned down because someone in debt was given a higher pri- 
ority. 

Veterans" Housing Amendments Act of 1990 

S 2484 reduces some of the administrative regulations that VA beneficiaries find 
difficult when pursuing the "American Dream" of homeownership Additiona ly, it 
tightens some provisions of law thus making the housing program more fiscally re- 

''rhe'ti^me limit for responding to a notice of delt is a good ide., »nd «-e agree that 
G months is an adequate amount of time for the submission cf debt waiver Ihis 
provision and the one related to offsetting debt by attaeh.ns portion "f 'he debt_ 
ors tax refund for collection are prudent ways to insure that debts are not allowtd 
?o grow Also, they bring long-term fiscal strength to the VA Home Uan Program 

Educational Assistance for Fi.ic.ht Training 

Concerning S 2.-)37. AUSA believes that chapter 32 veterans should have the 
same opportunitv for flight training as that provided to other veterans und"r the 
MrtgorS^ry Gl'lBill. There are a number of Veterans' Educational A^istance ?ro- 
irram Darticipants still eligible for benefits today. i „f 

^ uSoSers agree that the MGIB is far superior to the V^EAP An example of 
that was brought home to all last y^r when flight training benelits were author- 
ized for Active Guard and Reserve members participating under todays Ol bil 
Once agam the Committee has an opportunity to do the right thing by extending 
flitrht trainintr elicibihty to VEAP members, .... r 

Furthe more pilot shortages provide an incentive for peopk- looking for a career 
,n fiving As a matter ol equity we have no objection to the amendment offered 
whi h would provide solo flight training to both MGIB and VEAP participants so 
bng as the Department of Veterans Affairs supports the budgetary aspect.s of the 
additional training 

Veterans' Employment and Training Amendment oy 1990 

S 2.-,4(;. provides a much needed change to the definition »f veteian'' as 
stated in chapter 11 of title 38. United States Code. Bv expanding the definition to 
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i"n lllil^^ii'^^-i-k^T'""^^ ^'f "^^^H^" ^^y^ of discharge, the soon-tobe veter- 

A^'"^ ^l^P^^^ ^""i: ^ of employment and training services. 

ftti^il.^JJ^t^ a change which addresses concerns for the future, it has immedi- 

ate Short-term benefits for what is soon to be a one of this country's biecest oeace- 
ime reductions in force. While Senator Cranston's amendment to S. 21^ exp^ded 
the scope of pilot programs for members separating from the Armed Forces it did 
not exu^ud the provisions of the act to include predischarge personnel as eligible 
beneficiaries. This bill makes the final changes that veterans leed if they are to 
2If*k i ^^^^^^l of a new career imposed on them by their success in providing 
lor the defense and subsequent onset of peaceful dialog in Europe. 

Ihank you for the opportunity to present our views, and you should know that 
our members are extremely gratified for the many considerations you have shown 
Lr active and former members of our Armed Forces. No one needs to be reminded 
y xl ^PP^hension facing our servicemen and women as the drawdown in person- 
Pni I ^^}'^ place Congress can and should moderate their concerns bVpass^ 

mg legislation designed to train, educate and integrate ther" into the civilian econo- 
my. 



STATEMENT OF THE CALIFORNIA ASSOCIATION OF REALTORS 
As President of the 140,000 member California Association of Realtors, I am 
Pil? .K^"v ^J^^^'^i^ have the opportunity to present C.A.R.'s perspectives on S. 
2W the Veterans Housing Amendments Act of 199G. The business activities of 
L AM. s members involve the brokerage of real property and assisting homebuyers 
in securing mortgage financing for their purchases. It is these business activities 
and the attendant importance of the VA home loan program in meeting the mort- 
gage linancing needs of California s veteran homebuyers that motivates C.A R s in- 
leresi in o. ii4o4. 

I Introduction 

I would like to preface C A R.'s specific comments on S, 2484 by again expressing 
Z VaT"^' ^7 ''"'"^ ^^PP^'^ Affairs Committee has shown for 

tlr \^fhl^^^^ Pf;"'- This support was especially evident last 

i^urLl AM v^3^^ "^^^J" Veterans Home Uan Indemnity and Resfuc- 

uring Act. Provided economic conditions in the Nation do not seriously deteriorate, 
Ifir/ffr ^^g^s^f^^o" should go far toward returning the VA loan guaranty pro- 
gram to financial health and reducmg the need for large annual appropriations for 

n tirrvEn^^?K°'^';;^ ^"^.^ F^f • P^°"^ ^'^^^ P^^yed eve" « role 
m the evolution of the indemnity legislation and we hope that it will work to pre- 
serve the housing entitlement of veterans 

"^u^^^ ^'^^ ^V^'"^?- appreciation for the leadership Chairman Cran- 
lifii f- K "^"iJ" scheduling for Committee consideration the sections of S. 
^4b4 which wouW raise the cost and increase the difficulty of obtaining VA gnnran- 
teed financmg. These provisions include proposals to increase the VA loan fee, re- 
quire a downpayment on VA loans greater than $2o.000 and eliminate VA financing 
o r."AHm ^r^^ ^" ^^^\'^°"' ^^'^^^ l^ght of last years refection 

^Lt f T?- ?J'°"\?T'y^^^'° *"^*"^e tne Governments borrowing costs (i.e. 
TmI f " . the no-bid formula, any effort to add the Government's average loss 
t^?is tim ^"""^^ formula does not merit Committee consideration at 

Considerable time and mo-h effort went into the development of the Veterans 
rrr^Jn^fk "*^emnity and Kestructurmg Act Before such drastic measures as in- 
creasing the loan fee and/or requirmg a downpayment on VA loans are considered. 

inH nlnpl Tk vT u"^*^'^?^ ^"^^ y^'''" ^^""^^^ ^ ^^ven an opportunity to reduce losses 
and place the VA home loan program on a stable financial footing. By not placing 
«mL^'°^K'^.K agenda, we commend Chairman Cranston for choosinjr not to 

tamper with the provisions of the new law so soon after enactment. 

II. S. 24S4, The Vctkran's Housing Amendments Act ok VMH) 

•Mij^^k-'k" ''' Rii*"^^' K"^?^ ^^T'^ Appraisals-C.A.R. supports section o of S 
which would extend the authority of the DVA to permit lender review of ap- 
praisals through October 1, 1<H)1. This authority is set to expire on October U lim^ 
^rL^\nvA 7r^ permitting lenders to review appraisals-^rather than having re- 
f nPn. VA I ^ "PPT^ appraisals--will be a meaningful step toward stream- 
linmg VA loan approval procedures and reducing the time required to process and 
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guarantee VA loans. We hope the DVA will soon issue a final rule which, in add»^ 
tion to VA designated fee appraisers, will allow lender staff appraisers to partici- 
pate in the lender review of appraisals program. Ultimately, we believe the Lender 
Appraisal Processing Program— once implemented— will streamline the VA loan ap- 
plication process, help standardize the loan approval procedures of the Govern- 
ment's major mortgage credit agencies and reduce the potential for delays »n the 
processing of VA guaranteed mortgages CAR. encourages the Congress to both 
extend the authority of the DVA to begin the LAPP program and urge the DVA to 
soon issue a final rule authorizing t.ie start-up of the Lender Appraisal Processing 
Program. _ ^ ^ * d i 

2. Section 6, Public and Community Water and Sewerage bystems— C A K also 
favors section 6 of S. 2484 which would allow the DVA to guarantee mortgages on 
new homes not served by public or community water and sewerage systems even if 
local officials have stated the development of such systems is feasible Currently, if 
a new home is not served by community water/ sewerage systems, but local officials 
certify that such systems are feasible, the DVA may not guarantee a loen on the 
property. Permitting the DVA to guarantee loans on new homes not served by corn- 
munity water and /or sewerage systems could enable veterans to benefit from afford- 
ability advantages that n-:iy stem from new home construction using well water 
and/or septic tanks rather than community water and sewerage systems 

3. Section 7, Time Limit for Housing Debt Waiver— CA.R. does not support sec- 
tion 7 of S. 2484 which would establish a 180 day limit for veterans who rcceiv-e a 
deficiency notice to request a waiver of loan guarantee debt from the DVA While 
we can appreciate the concerns of the DVA ovei \m\ng to commence, stop and re- 
commence collection activities depending on the timing of waiver requests, CAR 
believes the well-being of veterans is a more consequential matter than inconven- 
ience to the DVA A veteran who receives a deficiency notice may well believe he or 
she can eventually repay the debt either immediately or at a date in the near 
future. However, after paying off other outstanding debts, the veteran may m fact 
be unable to '^ervice the VA guaranteed loan Unfortunately, under ^he proposed 
time limit, if 180 days had passed after receipt of the deficiency notice, the veteran 
would not be able to request a waiver of housing debt, compounding any preexisting 
financial difficulties and despite the fact that the veteran may have been acting in 
good faith. Rather than instituting an arbitrary time limit, CAR recommends that 
the present procedures for requesting waivers of debt be maintained. 

4. Section 8, Foreclosure Counseling— C. A R supports section 8<a) of b 2Ab \ which 
would eliminate the March 1, H)l)l sunset date for foreclosure counseling of veter- 
ans in default on their VA guaranteed mortgages Because of the serious repercus- 
sions of foreclosure, we believe it is imperative that veterans be fully informed ot 
both the liabihtv involved in a foreclosure and all possible alternatives to foreclo- 
sure CA.R. thus agrees that the foreclosure information and counseling provisions 
contained in current law should be made permanent 

Conclusion 

1 .;e California Association of Realtors appreciates being given the opportunity to 
comment on S 2484, the Veterans' Housing Amendments Act of limo The V A loan 
guarantee progiam continues to provide many moderate-income and first-time 
buyer veterans in California with their only chance of owning a home We appreci- 
ate the work of the Veterans' Affairs Committee last year in approving legislation 
strengthening and preserving the program and making it more responsive to the 
needs of the Nation's veterans We firmly believe last year's reforms should be 
given an « pportunity to reduce the losses of the program before the drastic propos- 
als adva ,ed by the President are contemplated If you have any questions in rela- 
tion to our testimony, please do not hesitate to contact either I^slie Appleton- 
Young. Vice President of Research and Economics, at r2V\) T;ii)-S:^2:), or Pete Mills. 
Manager of Research and Policy Analysis, at (2i:l) T;U)-S2T2. Thank you 

STATEMENT OF HON THOMAS A DASCHLE, US SENATOR FROM THK 
STATE OF SOUTH DAKOTA 

Mr Chairman, I appreciate your giving mc the opportunity to testify toda.N on S 
25:^7, a bill we introduced together on April 27, 1!)^) to authorize the pursuit of 
flight training for chapter :i2 veterans who entered the service between l.h.) and 
1US4 and are eligible for educaMonal benef.ts under the Veterans bducational A«^- 
sist a nee Program 
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Last year, C<;ngress authorized flight training benefits for active duty service- 
members and reservists who participate in the new GI bill, which covers individuals 
who enlisted since 1984, S 2r>37 recognizes that chapter 32 veterans should have the 
same opportunity to obtain flight training benefits as their counterparts who cur- 
rently receive these benefits under the Montgomery GI Bill Without ac«.cos to these 
benefits, many chapter ;}2 veterans will not have the financial means to pursue a 
career in aviation. 

The central argument for flight training is that it addresses two major concerns 
facing our country— veteran unemployment and pilot shortages. Veterans face sig- 
nificant obstacles to finding meaningful employment, and this fact is reflected in a 
particularly high unemployment rate among combat veterans, minority veterans 
and younger veterans Meanwhile, our Nation is facing a serious pilot shortage. The 
Airline Operators and Pilots Association reports that, as early as 1992, the United 
States will face a shortfall of over 4,000 commercial and instrument pilots Com- 
pounding the problem is the fact that, within the next 10 years, we can expect to 
lose nearly 2,000 pilots annually due to retirement. 

S 2587 builds upon current law by extending flight training benefits to qualified 
chapter 82 veterans It retains the same eligibility criteria as current law. Veterans 
niust have a valid pilot's license, meet the medical requirements for a commercial 
pilot s rating and be pursuing training recognized as necessary to secure a vocation 
in the aviation industry— training that must be authorized by the Federal Aviation 
Administration and the State approving agency The educational assistance allow- 
ance under this measure is equal to (iO percent of the tuition and fees charged for 
dual flight instruction Also, this measure establishes flight training as a 4-year test 
program^. 

On April 80, I introduced an amendment I intend to offer to S 2r)37 and the 
Montgomery GI Bill Active Duty and Selected Reserve Programs that would permit 
education benefits for solo flight training The purpose of this amendment is to 
strengthen the flight training benefits provided to eligible chapter 80 and 82 veter- 
ans by ensuring that the high cost associated with obtaining a commercial rating 
does not prohibit veterans from pursuing a career in aviation. 

Currently, veterans who pursue a career in aviation are required to obtain both 
their instrument and commercial ratings To obtain an instrument rating, an indi- 
vidual must obtain a minimum of 120 hours of dual flight instruction. S 2537 en- 
ables veterans to pursue their instrument ratings bv providing reimbursement for 
(>0 percent of the costs associated with dual flight instruction 

Individuals who pursue the next step, their commercial rating, are required to 
obtain 80 hours of solo flying hours along with an additional 80 hours of dual flight 
instruction Currently, veterans are reimbursed for GO percent of the costs associat- 
ed with their dual flight instruction uit are not eligible to receive partial reim- 
bursement for their solo flying hours, wh:ch can cost from $o0 to $75 an hour. Un- 
">rlunately, the high cost associated with obtaining a commercial rating, coupled 
with the fact that veterans are not currently allowed to receive reimbursement for 
solo flying hours, means that, for many veterans, the goal of pursuing' a career in 
aviation will remain only a dream My amendment would provide reimbursement 
for (U) percent of the costs of solo flight'training and enable more veterans to pursue 
a career in aviation. 

I am confident that the regulation currently in pi. ace will provide the necessary 
safeguards to ensure that reimbursement for solo flying hours is not abused Cuf^ 
rent regulations require each holder of a part 141 pilot school to establish and main- 
tain a current and accurate record of the participation and accomplishment of each 
student enrolled in an approved course or training conducted by the school. The reg- 
ulations specifically state that the students logbook is not acceptable for this 
record, thereby ensuring the proper oversight of accumulated solo flving hours. 

The Nation needs more qualified pilots, and Congress has already acknowledged 
the role .'eterans can play in meeting this need Mr Chairman, I ho'pe the Commit- 
tee will agree that it is only fair that flight training benefits bv extended to all vet- 
erans who qualify for educational assistance 



STATEMENT OF THE INTERSTATE CONFERENCE OF EMPLOYMENT 
SECURITY ACJENCIES. INC 

The Interstate Conference of Employment Security Agencies iICESAi is pleased to 
present this written testimony for consideration bv the Senate Committee on Veter- 
ans' Affairs in the course of its May 11, 1990 hearing on certain veterans' employ- 
nient, education, and home-loan legislation 
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The Interstate Conference is the organization of State officials who administer the 
Employment Service, Unemployment Insurance and Labor Market Information pro- 
grams in the 50 States, the District of Polumbia, Puerto Rico and the Virgin Islands 

As the national association represc uiing the State agencies which will provide the 
hands-on staffing of the Transition Assistance Program, ICESA is very interested in 
ensuring that those members of the armed services preparing to re-enter the civil- 
ian work force receive timely and efficient service. 

L The Basic Employment Servic?: System 

The Employment Service is the foundation upon which veterans employment and 
training programs and activities are built The system provides the facilities, serv- 
ices and technology that enable the specialized State stafTlDVOPs and LVERs) and 
on-site Federal personnel (DVETs and ADVETs) to perform their jobs. However, 
that basic system is faced with financial problems which make the job of serving 
veterans and other eligibles more difficult. The ES system has been plagued with 
financial problems through the 1980's, and it appears that the present decade shows 
no sign of relief. 

The administration of the Employment Service System, as well as other Employ 
ment Security programs including the DVOP/LVER program, is financed by a d*>Ji- 
cated Federal payroll tax. This tax, collected under the Federal Unemployment Tax 
Act, produces more than adequate revenues to administer properly the system In 
fact, the U.S. Department of Labor estimates that the account from which Employ- 
ment Security programs are funded will exceed its statutory ceiling by $(540 million 
by the end of this fiscal year 

The pioblem is twofold. (1> the Administration's annual budget request tradition- 
allv seeks reductions in ES operatmg levels, and (2> the Congress, constrained by the 
deficit, does not appropriate sufficient funds for the system, although it usually ap- 
proves more than the Administration's request. The result is a nationwide program 
that has been forced to drastically scale back services, operating facilities, and staff 
In nearly half of the States. State legislatures have had to appropriate millions just 
to keep basic services available 

Since 1982. the ES system nationwide has lost approximately IG.OOO or oO percent 
of its operating personnel and over 700 full service offices In addition, many key 
services have been scaled back For example, the systen- now counsels only half the 
number of individuals it ser\'ed in the early 1980's ^nd there have been similar cut- 
backs in applicant testing and employer services Further, in many States, automa- 
tion of ES operations is nonexistent o"r archaic This condition must be addressed as 
well. The foundation for veterans' employment services in this country is weak and 
growing weaker; and its shoring-up must be an integral part of the discussions that 
go on here today 

For Fiscal Year 1091.^ the Interstate Conference is requesting a minimum of *^.»0 
million for State ES operations This is $71 million above the FY 1990 appropriated 
level, and $127.4 million more than the Administration's request In addition, we 
are askir,^, for $25 million to support State ES automation needs The support of this 
Committee would be most helpful in securing these funds 

II S 2100, S '1:M, and Chairman Cranston's Pending Leoisi^tion to 
Authorize the Secretary of Labor Under Certain Circl mstancf:s to 
Expand the Transition Assistance Pilot Program 

We commend Chairman Cranston and this Committee for your timel\ consider- 
ation of enhanced assistance tu separating members of the armed services 

As we understand it. section 401 of S 2100 extends Ihc delimiting date for veter- 
ans of the Vietnam ora until December ai. 199:1. Last year, the Interstate Confer- 
ence went on rccuid supporting the extension of the delimiting date took this 
action because our experience indicated that many of theso veterans still need em- 
ployment-related assistance 

Additionally, we understand that the Administration has proposed and Senator 
Thurmond has introduced as S. 2,540. making all service personnel eligible ff>r serv 
ices under chapter 41 in the last 90 days of their service ICESA believes that em- 
ployment-related services should be available to members of the Armed Forces who 
are within 180 days of separation. The most effective program of employment tran- 
sition assistance is that which is offered well in advance of separation Understand- 
ing labor market information, matching military skilU with civilian occu nations, 
and addressing relocation issues are some of the sp<>ciali7cd services that iequire 
time and careful preparation. 
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Coupled with consideration of this statutorv change must be recognition of the 
need to ensure the system is capable of delivering these much needed services Spe- 
cihcaliy, the Administration s budget request for FY 1991, if enacted, would actually 
reduce the number of LVERs and DVOPs below current levels Estimates range 
widely but we could experience a loss of nearly 200 staff responsible for ser\ ing vet- 
erans We urge this Committee's support of funding for DVOPs/LVERs at the statu- 
torily required level. 

We understand Chairman Cranston's pending legislation to amend S 2100 would 
authorize the Secretary of Labor, under certain circumsUinccs, to expand the 10- 
btate pilot Transition Assistance Program of providing employment and training in- 
formation and services to separating members of the Armed Forces V/e further un- 
derstand those circumstances to include. 

—A determination, after consultation with the iecretarv of Veterans Affairs and 
the Secretary of Defense, that the program has been successful in providing benefi- 
cial information and training to members separated from the Armed Forces 

-The expansion is necessary to address effectively an increase in the number of 
such members who will be separated from the Armed Forces in the future: 

—The program has received sufticient resources from the Department' of Labor 
Department of Defense, and Department of Veterans Affairs to achieve the purposes 
tor which the program was established; 

—The program, if expanded, will continue to receive sufficient funds, personnel, 
and other resources to achieve its purposes; and 

—The expansion will not interfere with the provision of service or other bi'nefits 
^^,nioA ^^^^^^'^s other eligible recipients of such services or benefits 

iei!^A endorses an expansion of the Transition Assistance Program prescntlv ap- 
proved for 10 geographically dispersed States However, we concur with the Chair- 
man s articulation of the circumstances under which the program should be expand- 

We believe it is critically important to ensure the active pnrticipation and support 
ot the Department of Defense and the Department of Veterans Affairs. If adequate 
tunding and oth?r resources are not made available to ensure achievement of the 
mtent ot the transition assistance program, the present financially-drained Employ- 
ment bervice program cannot "pick up" the slack in an expanded employment pro- 
gram for veterans or any other targeted group As outlined earlier in this testimo- 
ny, the basic Employment Service System in this Nation has been subjected to a 
starvation diet, and it surely will fail if additional responsibilities are added without 
commensurate resources. 

Also important to ICESA is the provision to require participation of the Depart- 
ments of Defense and Veterans Affairs, along with veterans M'rvice organizations in 
arranging sufficient staffing and logistical support for anv expansion of the existing 
pilots of the Transitional Assistance Program. 

One of the basic elements of success for the veterans specialists within tht Em- 
ployment Service has been the clear definition of their mission Put simply, that 
mission is to give veterans top priority in finding good jobs once thev re-enter the 
civilian work force Expansion of the existing pilot program for transitional assist- 
ance before properly meeting existing needs and without proper funding :o meet ex- 
panding needs could seriously undermine that mission 

In conclusion the State Employment Security Agencies throughout this Nation 
stand ready to do their utmost to a^ist veterans and other eligible persons in un\ 
way possible However additiui ' ►p^^ourceh must be provided if new or expanded 
programs are to be underiaken 

Again, we commend this Committee lui your foresight in conducting this hearing 
and considering these critical issues The Interstate Conference of Employment Se- 
curity Agencies stands rer\v to provide additional inforni^ion if needed and appre- 
ciates this opportunity to provide our views 

STATEMENT OF THE MANUFACTURED HOUSING INSTITUTE 

Thank >ou for inviting the Manufactured Housing Institute to testif\ before vour 
Committee as it considers legislation on veterans' programs 

The Manufactured Housing Institute (MHIi is a national trade association repre- 
senting manufactured home builders and related suppliers of goods and s,er\iceb to 
tlie industry and its consumer^ MHI manufacturer members produce about (iO per- 
cent of the manufac lured homes built in the Unite ! States, 

We would like to offer our support for section ;^(aMii of S 2184, which gives the 
holder of a Department of Veterans Affairs (DVA (guaranteed !,.an secured b\ a 
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ber»^ IS a limit only on the amount of the Government's guaranty involved in the 
loan of the property and that it is not a limit on the total loan amount. 

Manufactured Housing Provisions 

Section 3 of S. 2484 deals w'..h the VA Manufactured Home Loan Program Inas- 
much as mortgage lenders are not curiently participating in this program, we have 
no pohcy posit ion^/ on the provisions 

Default Procedures and Property Management 

MBA adamantly opposes the Adnuiiistration's FY 1991 budget proposal, contained 
in section 8 of S. 2484. to change the no-bid formula by deducting from the net value 
of the foreclosed property the PV'A's average loss per property If this proposal were 
implemented* no-bids would increase nearly 100 percent, from 18 percent to 35 per- 
cent of foreclosures 

The lender bears a significant risk when making a VA home loan because of the 
possibility of a no-bid The r bid formula js used to determine whether the VA or 
the lender will acquire a foreclosed property. When the lender acquires the proper- 
ty, there are often significant losses. Since the institution of the no-bid formula in 
the early 1980s, lender- Kavi suffered no-bid losses close to $1 billion A 1990 MBA 
survey puts the average nob' cost tc a lender at $19.()00. 

Not only does MBA obj'^ . to transferring more of the costs of this program to 
lenders, but the approach 'veing propo.«wl is extremely unfair Under this proposal, 
the VA would treat all properties, regnrdlcss of geographic location and the state of 
the local economy, ab if they v^ire the same It is not reasonable to treat all proper- 
ties alike A loss on one property has no relation to the value of another A property 
in one area may have appreciated, while one in another area may have depreciated 

The budget states that the proposal to include the VA's average loss would in- 
crease risk'Sharing with lenders. It is well known that lenders' share of losses to VA 
loans has increased from 2.9 percent in 1981 to 18 percent in 1989 Clearly, th^ DVA 
IS aware of the position of mortgage lenders on the no-bid issue and of the tact that 
irreversible damage would be done to the VA home loan guaranty program if the 
VA home loan rules were changed to increase the number of foreclosures where the 
lender must acquire and dispose of the property. 

First, it would be unconscionable to include this additi'^na! ''ost i' the formula 
and apply it to existing loans When these loans wire underwritten, this risk was 
nonexistent and could not have been tahen into consideration when making the de- 
cision whether or not to originate the loan. 

Second, lender participation in the program would be greatly reduced, if not com- 
pletely eliminated, if lenders are forced to assume this added risk This DVA propos- 
al runs directly counter to the spirit of the 1989 legislation, which increased the 
loan amount the VA is permitted to guarantee from S 144.000 to S184.000 Congress 
intended to expand the availability of VA-guaranteed loans to encourage veteran 
homeownership in housing markets where it had become d»filcult to originate VA 
loans The 1989 law also prohibited the DVA from including the Government s cost 
of funds in the formula, again stating the Congress' intent that lenders should be 
encouraged, not discouraged, from participating in the program 

The DVA continues to p-opose shifting its costs to the private sector rather than 
pursuing other means of reducing its costs In a December 1989 report, "Increased 
Use of Alternatives to Foreclosure Could Reduce VA's Losses," to House VA Com- 
mittee Chairman 0 V iSc^ny) Montgomery (D-MS». the US General Accounting 
Office (GAOi made re< imendations to the DVA on reducing home loan foreclo.^ure 
losses. 

GAO pointed out that means other than fortK:losure were seldom used to termi- 
nate defaulted loans Foreclosure, usually the most expensive method, was chosen in 
97 percent of the cases reviewed by GAO Using alternatives would have saved be- 
tween $42 million and $94 million in FY 1987. GAO recommended that a cost anaU- 
sis be used on a case-by-case basis to identify the costs for each loan termination 
alternative and that the least costly alternative be pursued. 

The alternatives that arc discussed by GAO include compromise agreements, vol- 
untary conveyances, and rofundings. A compromise agreement, useful when the 
loan balance exceeds the property value, would allow the veteran to sell the house 
and use the proceeds and financial assistance (a partial claim » from the VA for the 
deficit amount to off the loan The Federal I musing Administration (F^HAi has 
adopted a mechanism similar to this and implcL.ented it in a pilot program Not 
onU would the VA avoid all the costs associated with foreclosure, acquisition and 
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disposition, but the veteran s liability to the VA would be less under a compromise 
agreement. ... . x \t k a 

A voluntary conveyance, or transfer of the deed, by the veteran to the VA is ad- 
vantageous to both the VA and the veteran, as wei' The veteran avoids having a 
foreclosure on his/her credit rating and may be released from liabihty to the VA 
The VA saves foreclosure costs and time because there is no redemption period. 
Also, the loan is ternninated more quickly and the property can be resold sooner 

Refunding, which entails the VA paying off the lendt- and establishing a repiiy- 
ment plan for the veteran, allows a veteran to retain the property and would be 
more cost effective for the VA in some cases. Refunding is appropriate when the 
lender cannot refinance the loan and the veteran ba^ sufficient income to make 
lower month' / payments. It is estimated that 50 pei. A of refunded loons are rein- 
stated, therebv eliminating half of potential foreclosure cases According to OAU, 
the average loss on a foreclosed loan in FY lf»K7 was $15,817, while the overage ad- 
ditional loss on a foreclosed refunded loan was $2,394 Consequently, u single suc- 
cessful refunding saves $15,S17, enough to offset six unsuccessful attempts. 

MBA strongly opposes further shifts of VA losses to lenders and bt'Meves the VA 
should reduce its costs by increasing its use of alternatives to foreclosuie 

Mandatory Downpaymknt 

^ ould also be required bv the FY m\ budget propo^iil to mo^" m down- 
percent on a loan amount greater than S25,000 Obviously, this would 
^)' llv all veterans buving homes One of the most attractive benefits if the 
program is the absence of the need for a downpayment on most mortgage 
Ir n allowc veterans, iiccess to mortgage financing and entry to homeowner- 

U is widely acknowledged that one of the biggest obstacles to homeownership in 
the current economic environment is the inability of renters, or those who must tre- 
quently transfer and have little equity buildup, to accumulate funds tc- a downpay- 
ment. To impose this financial burden on veteians. especially in combination with 
the increased fee, would send to them the message that the DVA no longer wants to 
guarantee home loans for veterans or to help them become homeowners 

Lenders and veteran borrowers would have little incentive to participate in the 
VA home loan program if it had mandatory downpayments, given that many ot the 
advantages of VA loans compared to mortgages insured by the FHA are eliminated 
and the much greater risk to lenders associated with VA mortgages ^^cause oi the 
no-bid formula is not eliminated. In the case of a foreclosure of an FHA-insured 
mortgage, the lender is not faced with a no-bid calculation, the outcome ot which 
currently gives the lender about an IS percent chance of being left with the proper- 
ty and suffering a significant loss. 

Finance Fke 

The refinance fee provision in Public Law 101-237 has proven to be unfair Veter- 
ans seeking an interest rate reduction of a VA loan with a VA refinance must pay 
the full funding fee of 1.25 percent, without regard to the mortgage s loan-to-value 
ratio. For the first time, a rate-reduction refinance receives discriminatory pricing 
I s-a-vis a purchas- loan, on which the funding fee is tied to the loan-to-valu*» ratio 

This new policv is neither fair to the veteran nor is it good business tor the VA A 
VA rate-reduction refinance does not represent new risk to the VA In tact, the risk 
is reduced bv lowering the interest rate *and, thus, the monthly payment) and re- 
placing the frcelv assumable deed with one that requires \ A approval tor assump- 
tion. Also, given'equal loan-to-value ratio loans, the refinance loan is less risky to 
the VA than a now ioan because the existing lower guaranty remains [n etfect in 
addition, the borrower has a proven payment record at a higher monthly payment, 
while a new borrower mav have an un proven payment rcnrord. 

Because the veteran mav very well have paid a I percent funding fee when the 
loan was originated, the additional I 25 percent means that the veteran is paying 
more for the guaranty than is charged for any other VA home loan program lo the 
extent this fee acts as a disincenti\e to refinance the VA will not receive any addi- 
tional revenue The success of rate-reduction refinances should not be jeopardized by 
an unfiiir and prohibitive funding fee. 

MBA urge.s Congress to amend the la\N to remove this inequit\ 

vA ARM Program 

MBA urges that the VA be authorized to include adjubtable rate mortgage 
(AKMs) in the home loan guarants program ARMs have become accepted by boi- 
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rowere in the conventional mortgage market, and the Federal Housing Administra- 

A pti A ^ expanded its insurance program to include AKMs The conventional 
and hHA markets have demonstrated that APMs are beneficial because they permit 
borrowers and lenders to tailor transactions to the needs of boj.owers. Borrowers 
who do not want to pay for the predictability of a fixed rate mortgage can agree to 
the lower interest rates that lenders can offer when the borrower bears some of the 

xM^i ana other economic conditions that generally cause rates to rise. 

MBA believes that VA ARMs should be authorized in a manner that would allow 
the Secretary to conform VA ARM interest rate adjustments to the FHA ARM pro- 
gram The Secretary should be authorized to guarantee loans with adjustment caps 
acceptable in the marketplace. Because FHA and VA mortgages can be placed in 
^^T^A"?^ Government National Mortgage Association (GNMA) pool when they meet 
OINMA s pooling requirements, standardization of both VA and FHA ARMs would 
taci itate greater volume and liquidity in the secondary market. 

Whatever may have b€«n the case previously, ARMs are no longer an untested 
and unknown quantity Although substantially lower interest rates in the last sever- 
al years restored borrower ability to select fixed rate mortgages, ARMs continue to 
De a significant borrower option in the conventional and FHA markets in higher 
interest rate environments Veteran borrowers should also enjoy the option. 

Expansion of the Loan Guaranty Pr(k;ram 

Proposals have been made to expand the Loan Guaranty Program to certain 
members of the National Guard and Reserve components of the U.S armed services 
ihis 18 an interesting proposal and one which MBA believes could operate not only 
toward affordable home ownership opportunities for these men and women involved 
in the national defense effort, but also, if properly implemented, could help main- 
tain the safety and so vency of the fund We understand that the proposal may en- 
visage a different level of benefits for this new class of borrowers. MBA would urge 
that the benefits extended be meaningful and that any variance from current pro- 
^rt"" A^T^"^ ♦'^^"i^w^ minimal to allow for pooling these loans with other 
VA and FHA \ouns in GNMA pools. 

Sake of Loan Assets 

MBA has always supported a reasonable and sensible approach to the disposition 
of VA acquired properties The manner, quantity, and timing of these sales must 
take into account the soundness and condition of the local real estate market, and 
avoid tiresales and unnecessary resulting market depressions. 

Underwriting of Assumptions and Appraisal Review 

^il^'"^>iPmoi?^°" n^** signed into law over 2 years ago on De- 

cember Jl, ly^i. still have not been implemented. Although the regulations for the 
mandatory underwriting of VA loan assumptions and for appraisal review by auto- 
'"^DA " proposed, they have not been finalized 

MBA generally supports the intent of the proposed assumption regulations that 
would enable lenders to make credit decisions on potential assumptors. However, 
.he proposed regulations do not allow lenders to collect fair and adequate compensa- 
tion tor performing the additional tasks associated with processing and underwrit- 
ing assumptions. 

The Department of Housing and Urban Development allows lenders to charge 
their actual costs up to SoOO for processing assumptions of FHA-insured loans, 
whether or not the assumptor is approved The Federal National Mortgage Associa- 
tion and the Federal Home Loan Mortgage Corporation allow the lender to charge 1 
percent o the balance of the loan being assumed, with a minimum of $400 and a 
maximum of $SfOO. 

The DVA proposal to establish the fee for assumptions at $;{()() is inconsistent 
with sound industry standards and is not supported bv industry cost analyses of as- 
sumption processing Lenders should not be expected'to absorb the losses that will 
^^tlJo A delegation of mandatory underwriting of assumptions. 

MBA believes the delay in implementation of the appraisal review provision is 
also unwarranted. Allowing the lender to review the appraisal and assess the value 
A- Reasonable Value (CRV) issued by the VA would give lenders 

additional contro over the underwriting of the loan This is particularly important 
in economically depressed areas MBA believes the VA often issues CRV's with ap- 
praised ya ues higher than is appropriate for a given market Lenders are assuming 
substantial risks and responsibilities on VA loans because of the current no-bid for- 
mula They should also have the right and responsibility to underwrite those loans 
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adequately The appraisal is a key element of this process and it is unconscionable 
that the VA— even in the face of law— still does not allow lenders to review apprais- 
als. MBA respectfully requesU the Committee to urge the VA to issue final rules as 
soon as possible on the processing of assumptions and appraisals. 

MBA has consistently supported providing adequate and necessary staffing for the 
operation? of the Home Loan Guaranty Program We support the prompt filling of 
all the currently authorized, but not yet filled, servicing positions 

MBA appreciates the opportunity to submit this statement to the Committee and 
we would be pleased to furnish any additional needed information 



STATEMENT OF THE NATIONAL ASSOCIATION OF STATE APPROVING 

AGENCIES, INC. 

The National Association of State Approving Agencies (NASAAi wishes to offer 
comments on S. 2483. We are aware that a formal hearing on this bill took place on 
May 11, 1990, howevf r, we respectively request that our comments be included in 
the record if possiblp. 

1 NASAA si»r»ports the changes proposed by section 101 States award various 
documents to persons who pass the GED tests For example, some States award 
their regular high school diploma, others a higr» school equivalency diploma, while 
others a high school equivalency certificate. This provision would allow the Secre- 
tary of Veterans Affairs to give a more universal definition to the term "equiva- 
lent" and subsequently be more consistent in the payment of benefits to persons eli- 
gible under chapters 30 and 100. 

2. NASAA supports the changes proposed in section 104 This is excellent concept 
in that it provides a responsible opportunity to both the eligible person and the Fed- 
eral Government to meet their needs. . ^ . 

3. NASAA supports the changes proposed in section 204 Since chapter 10^ par- 
ticipants are not subject to title 38 course approval criteria there will be no impact 
upon the workload and funding of State Approving Agencies. Also in practice, the 
majority, if not all of the 107 participants are in programs approved for the enroll- 
ment of persons who are eligible for benefite under cr.apters 30, 32. or 3o of title 3S 
or chapter 106 of title 10. , . ... 

Thank you for your many efforts on behalf of our Nation s military personnel, 
veterans and their dependents. NASAA looks forward to continuing to work with 
you, other members and the staff of the Senate Committee on Veterans Affairs We 
appreciate this opportunity to offer our comments on S 2483 



STATEMENT OF LYNN DENZIN, PRESIDENT. NATIONAL ASSOCIATION OF 
VETERANS PROCRAM ADMINISTRATORS 

M.. Chairman and members of this Committee, on behalf of the National Associa- 
tion of Veterans Program Administrators, I wish to thank you for the opportunity 
to present our views on the recommendations made by the Administration and con- 
tained within S. 2483 ^ , 

Title I, section 101— NAVPA supports giving this flexibility to the appropriate 
Secretary 

Section 102— NAVPA supports this proposal This clarification was needed to 
insure uniform treatment of these disabled servicepersons 

Section 103— NAVPA has no objection to this extension n u i *u 

Se<'tion 104— This provision provides an alternative vehrle for flexibility m the 
recouping of an overpayment of educational benefits The concerns and cautions 
which we express relative to this proposal center around safeguards for the veteran 

It is important that this option be the choice of the veteran, and that the individ- 
ual have the right and the responsibility to find and accept employment at a con- 
venient and feasible work site. 

In expressing concern to the Department of Veterans Affairs Central Uttice re- 
garding the complications m systematically administering and monitoring of the 
work and overpayment, we have found that a "hold" can be placed on \he recouping 
of the overpayment. As hours are worked, deductions of the indebtedness would be 
recorded. , , , 

It IS alro our understanding that the veteran would not be required to be a cur- 
rent student in order to be emploved under this provision, that they would not have 
to currently be eligible for educational benefits, and that they would not be required 
to work at specific VA facilities— i e.. VA regional offices or VA hospitals 

Given the above clarifications, we do not object to this provision 
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Title II, section 201— No objection to this clarification 
Section 202— No objection to this clarification. 

Section 203—NAVPA strongly opposes the elimination of the advance payment 
for the work-study program. The principle reason in our objection is a reflection on 
the timeliness of processing all claims by the Department of Veterans Affairs. The 
advance payment comes at a time when the student needs money the most. The be* 
ginning of a term is without question the most crucial financial crises for a student. 

A student who is certified by a school on the first day of classes will not receive 
approval and be on-line with the VA for at least 4 to 6 weeks. <That is to be in 
process, not to receive their first educational check ) Work study is not approved 
until the student has been approved for educational benefits and entered into the 
on-line system Therefore, under this proposed provision a student could not receive 
any work-study money until they had been approved for educational benefits, ap- 
proved for work-study benefits, and completed at least 50 hours of work-study em- 
ployment In a conservative estimate of time, this easily takes until midterm for se- 
mester based schools, and until three-fourths of the term is past for quarter based 
systems before a student would receive any work-study money. We contend this is 
far too long for a student to wait for any compensation, and that we would see 
fewer and fewer participants in the work-study program 

As a compromise, we would ask the Committee and the Department of Veterans 
Affairs to consider reducing the amount of the advance pay. rather than eliminating 
it completely Rather than the current 40 percent advance, perliaps 20 percent is 
more acceptable A second alternative is payment of oO hours as an ad\ancc 

Section 204— No objections to this clarification 



STATEMENT OF VIETNAM VETERANS OF AMERICA, INC. 

Mr Chairman and members of the Committee, the Vietnam Veterans of America. 
Inc (VVAi appreciatf 3 the opportunity to present its views on the various bills and 
sections of bills under consideration at today's hearing The subject matter of this 
legislation includes some aspects of veterans employment education and home loan 
programs Car statement for this hearing will be confined to those matters unde»- 
consideration for which we have a view to express Because the letter of invitation 
to today s hearing specifically excludes some sections >f the bills being considered at 
this particular hearing, it is hoped we can safely assuhie additional hearings will be 
held to consider those sections beyond the scope of this hearing 

Section 401 of S 2100 

This provision of S 2100 is designed to partially correct the statute of limitations 
on the V letnam era. as defined in section 20n(2HB) of title United States Code 
That portion of the law forms the eligibility basis upon which at least two kcv veter- 
ans programs rely Under this part of the law. the Vietnam-era basis for programs 
affected will expire on December 'M, 1991. 

Section 401 of S 2100 would extend the Vietnam era by 2 years, but would be 
limited to protection of only one vital program The program to be protected is the 
Disabled Veterans Outreach Program iDVOP). a program involving individuals em- 
ployed by ?'ate-operated job service offices who are charged with responsibility for 
assisting veterans to secure meaningful employment 

Sinre the formula governing the number of DVOP specialists that must be on 
hand in each State relies on the number of Vietnam-era veterans in each State, al- 
lowing the statute of limitations— "drop dead" date as it has come to be known— to 
lapse would have a devastating effect on employment services to veterans The 
change contemplated in S 2100 would temporarily save the DVOP. but would leave 
another important program and perhaps others in immediate jeopardy 

The program left completely unprotected by section 401 of S 2100 is delineated at 
section 2012 of title S8, United States Code Th^s program is designed to prevent em- 
ployment discrimination against Vietnam-era veterans bv Federal contractors in re- 
ceipt of contracts valued at $10,000 or more It is difficult to conclude that the omis- 
sion of protection against discrimination in S 2100 was intended, but whether b\ 
dt^sign or simple oversight the failure to expand the scope of section 401 of the pend 
ing bill would constitute an invitation to discrimination against Vietnam veterans 
beginning December JU. 1991 

While the VVA is well prepared to criticize the programmatic limitations of the 
Federal contractor program, we contend that allowing it to be effectively repealed ib 
totally unacceptable This program should not only be protected, it should be en- 
hanced by setting goals and timetables for Federal contractor^^ to nuvl in hiring and 
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advancing in employment Vietnam-era veterans OiiU then will this program 
become the afTirmativ, action program it was intended to be since its inception and 
only then will it become meaningfully enforceable 

Moreover* the VVA believes strongly thai the statute of limitations on the Viet- 
nam era should be removed altogether Short of that, the "drop dead * date should 
be extended by at least ') years as in the pending House bill, H H 4087 

Draft Amendmknt to S 2100 

The draft amendment to S 2100 is designed to allow the Department of Labor 
iDoL), in conjunction with tht^ Department of Defense <DoDi and the Department of 
Veterans Affairs iVA). to expand upon its program to offer transition assistance to 
individuals departing the military services in ever increasing numbers due to demo- 
bilization. The intent of this amendment is laudable but fails to go far enough, 
offers little likelihood that sufficient resources will be available to carry out the 
amendment's intent and in some instances the amendment is critically flawed 

At present the DoL is authorized to carry out an employment assistance pilot pro- 
gram, the Transition Assistance Pilot Program <TAP>, in 10 locations around the 
Nation. Clearly, with massive demobilization resulting from an improved interna- 
tional climate, the p'lot program will be insufficient to meet demands by ex-military 
or about to be ex-military person.iel Expansion of the program is not only obviously 
necessary but is well indicated from a sound public policy perspective as well 

The amendment contemplated would allow an expansion of the TAP ^ each of 
five conditions are met after consultation with the Secretaries of VA and DoD The 
first condition requires a determination that the pilot program was successful With 
the already apparent knowledge that military personnel are about to leave the serv- 
ices m massive numbers, waiting until the pilot program has been completed and 
determined to have been successful raises a serious question of whether this amend- 
ment will ultimately prove to be too little, too late 

The second condition requires a determination that the TAP expansion is needed 
While stating this as a matter of statutory obligation may be technicalh necessary. 
It is now obvious that expanded servxes will be needed ^ . . r j j 

The third and fourth conditions rtquire a finding that the TAP has been lund<»d 
and staffed properly and that ar. expanded TAP will also be funded and stalled 
properly Presumably, in the absence of a specific statut-^ry authorization ol re 
sources', funding and personnel to carry out the pilot and expanded TAP will come 
from available resources on hand at the DoL, DoD and VA , . . o 

Assuming the three agencies will be requiR'd to fund the expanded FAP out ol 
existing resources, it will undoubtedly be unreal..* for the fi th condition to be 
met The fifth condition requires a finding that an expami^d TAJ' "will not mtertere 
with the provision ol services or other benefits to eligible veterans and other eligible 
rmpients of such services or benefits " 

Section 2 of the amendment also raises questions ol viability In this section the 
Secretary of Labor is required to request from the DoD, VA and "to the extent leasi- 
ble. representatives ot veterans* service organizations * the resources neces.sar\ to 
carrv out the expanded TAP 

As earlier suggested, it is both unlikely sulllcient resources will be available to 
allow this program to work and improbable that the program will be sufficientl\ 
funded and staffed in the absence ol a statutory authorizition of resources Here, 
though, something new and troubling is introduced, that somehow the private sector 
ought to assume financial responsibility for the consequences of irrefutably Govern- 
ment actions to downsize the Armed P'orces. 

The VVA believes strongly that assistance to demobilized military personnel 
should be made available These individuals, after all, entered the services intending 
either to buiid a military career or to take advantage of the Montgomery GI Bill 
For the most part, the career and educational plans of these individuals are about 
to be aborted through no fault of their own u.id because of decisions made for the 
convenience of the military Added to this, the anticipated hemorrhage of departing 
military personnel can be expected to further strain already strapped labor ex- 
change* and job training svstems Disabled Veterans Outreach Progrim specialists 
and Local Veterans Employment Representatives as well as other job_ service per- 
sonnel handling Unemployment Insurance (UI> claims in local job offices will un- 
doubtedly be asked to do more with little, if any. increases in resources and person- 
nel. Participants in Job Trainmg Partnership Act iJTPA) programs, particularly the 
displaced worker programs authorized under title III of the Jl PA. can also is ex- 
pecied to increase , , . , 

In short, the Nation a, about to face a serious employ nu nt and training problem, 
one created by (JoNernment actiohs to leduce the *^i/i' "t the militars in a post "cold 
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war'' period If we, as a Nation, are to get serious about this impending phenome- 
non, serious policies and programs must be put in place and funded Since it is the 
Government that is responsible, it is the Government that must find the resources 
to alleviate the problems. 

The VVA proposes three initiatives to meet the upcoming challenges. The first of 
these would adjust the formula used to establish the numbers of DVOPs and LVERs 
available to State employment security agencies. We propose adding to the formula 
a consideration of the number of recently separated veterans residing in each State 
A second proposal would requne targeting of Vietnam era, disabled and recently 
separated veterans in title III of the JTPA. 

A third proposal would allow those having enrolled in the Montgomery GI Bill to 
be granted the full benefits that would have been available if they had spent suffi- 
cient time in the military to earn the full benefit. Since these individuals are leav- 
ing service prematurely for the convenience of the military, it is only fitting that 
they be granted the full extent of benefits they will have been prevented from earn- 
ing This initiative offers the added benefit of channeling individuals into academic 
and training settings and away from job service or JTPA programs that will already 
face stiffened demands 

Moreover, the intent of the proposed amendment is thoughtful Unfortunately, in 
its present form, the proposed amendment cannot be taken as a serious proposal. 

Section 404(c) of S 2100 

This section of S. 2100 is designed to make technical corrections in that part of 
the home loan guaranty program that was reformed last year by creating a loan 
indemnification fee in which the Government is required to pay certain amounts 
into a newly created Guaranty and Indemnity Fund (GIF). In modifying the pro- 
gram last year, a technical error was made having the effect of requiring duplicate 
Government contributions. 

Ordinarily, the VVA would have no objection to a technical correction of this 
nature However, the fact that the Government is now statutorily required to con- 
tribute more than originally intended offers an opportunity to make a long overdue 
adjustment in the loan guaranty program concerning first-time home buyers In our 
view the surplus Government contributions should be utilized to offset the cost of a 
fee exemption for first-time home buyers 

Mr Chairman, that concludes our statement 



WRITTEN QUESTIONS FROM CHAIRMAN CRANSTON TO THE DEPARTMENT 
OF DEFENSE AND THE RESPONSES 

Senator Cranston Ray, I want to address this last question both to you and to 
General Jones Is General Jones here? I want VA and DoD jointly to address the 
following concern NCOA on pages 2 through 4 of its testimony, cites various dispar- 
ate standards used by the service branches in deciding whether to grant honorable 
or general discharges— which, of course, is a determinant of Montgomery GI Bill eli- 
gibility Could you both please study that testimony and then collaborate in provid- 
ing summaries of the differing standards used by the service branches and copies of 
the pertinent directives? 

LTG Jones The Department of Defense (DoD) and the Department of Veterans 
Affairs (DVA) have studied pages 2 through 4 of the NCOA testimony The Depart- 
ment of Defense has one policy by which to determine characterization of service 
That policy is contained in DoD Directive 1JJ32J4 It allows a degree of flexibility to 
interpret and apply guidance considering the differences in the service missions 
Characterization of service is based upon the quality of a members service. We both 
agree that there are different standards used by the services in deciding whether to 
grant honorable or general discharges under certain circumstances DoD is current- 
ly working this issue by making changes to DoD Directive 1832 14 for the purpose of 
correcting the problem to insure lhat eligibility for the Montgomery GI Bill (MGIB) 
IS based on uniform standards for discharge characterization As requested, at- 
tached are copies of the current Servic^a Separation Regulations: 

A Army Personnel Separation Regulation— AR e^o-.Vl 

B. Marine Corps Separation and Retirement Manual— MCO PVM) 1() 

C. Naval Military Personnel Manual— S/N O500-LP-277-i:)00 (NAVPERS 

D. Air Force Administrative Separation of Airmen— AFR 'A\)-10 
E Coast Guard Personnel Manual— Comdtinst M1000(JA 
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(The submitted copies of the current Service Separation Regulations are retained 
in the Committee files.) 

Senator Cranston. Please provide for the record of this hearing any available 
documentation regarding DoD policies about early separations and involuntary or 
voluntary terminations and how any such policies will be ensured of consistent ap- 
plication throughout the services 

LTG Jones. See Tabs: 

A. Management of Military Manpower Reductions 

B. Management of Strength Reductions 

C. Department of Defense Directive 1332.14 

(The submitted material is retained in the Committee files > 
Senator Cranston. On page 2 of your testimony you stated that DoD's objective is 
to deploy whatever resources it has in the manner which best serves the people for 
whom you have responsibility. What will be DoD's contribution of resources and its 
participation— specifically in fees and dollars for each service— with regard to TAP 
as coordinated by the Labor D»epartment? 

LTG Jones. The DoD estimates that it will cost approximately $9 million to sup- 
port the TAP program in FY 1991 and the outyears It is not possible to break out 
those costs by service. Service costs will depend on the numbers of separatees by 
service. At this time we have dedicated manpower resources to the TAP at the serv- 
ice and OSD headquarters level and at the major command and installation level 
Senator Cranston. Could you also each provide your departments* reactions to 
the proposal to eliminate the special honorable discharge criteria for Montgomery 
GI Bill entitlement and thus open the program to all participants who have general 
eligibility for veterans' benefits? 

LTG Jones. The Department of Defense (DoDi and Department of Veterans Af- 
fairs (DVA) are against a policy that would eliminate the honorable discharge re- 
quirement for Montgomery GI Bill benefits. The lew as written rewards military 
personnel who perform to standards. We desire to differentiate bet\\een those mem- 
bers who fully meet standards and those who do not 

Senator Cranston. Section 14n(A)(l> of title 38 provides that a Montgomery GI 
Bill participant meets the service requirements and ib thus entitled to bei =>fits if he 
or she "is discharged or released from active duty involuntarily for the co ivenience 
of the Government as a result of a redaction in force, as determined by the Secre- 
tary of the military department concerned in accordance with regulations pre- 
scribed by the Secretary of Defense." 

A. Will the military personnel expected to be separated over the next several 
years as a result of the easing of international tensions be classified as ' discharged 
or released from active duty involuntarily for the convenience of the Government as 
a result of a reduction in force 

LTG Jones. At this point, DoD does not know if RIFs will be necessary until 
budget decisions are made 

Senator Cranston. B(I). Will the reduction in force create an atmosphere or envi- 
ronment in which Rome individuals will be asked or encourailed to voluntarily ter- 
minate their service early? 

LTG Jones. If funding drops quickly, so would end strength If required end 
strengths drop faster than voluntary attritions, we would have to implement invol- 
untary force-outs The actual numlier of involuntary separations would depend on 
the funding levels enacted by Congress 

Senator Cranston. Bill). Do we need a change in the law to protect the Montgom- 
ery GI Bill entitlement of those who are leaving the service in connection with the 
reductions in force but not technically leaving involuntarily'' 

LTG Jones. To be eligible for prorated GI bill benefits, the law as currently writ- 
ten requires that the separation be "involuntarily for the convenience of the Gov- 
ernment as a result of a reduction in force, as determined by the Secretary of the 
military department concerned." Because of this wording, members \\ho would 
leave the service voluntarily, even if they were encouraged to do so, would not be 
covered by this provision of the law. 

The Department is working now on proposed legislation that would amend title 
38, United States Code, to authorize a limited "open season" to permit active duty 
members who are involuntarily separated under honorable conditions, or who re- 
quest and are denied reenlistment. the opportunity to participate in the Montgom- 
ery GI Bill (MGIB) program even if they previously elected not to receive MGIB 
benefits. Members signing up for the program would be required to contribute the 
standard $1,200, in return for $10,800 in educational benefits The Depaitment s 
proposal would also authorize involuntarily separated active duty members who en- 
tered service under the Post-Vietnam Era Veterans" Educational Assistance Pro- 
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gram (VEAP). established under title 38, United States Code, chapter 32. to "roll- 
over" their VEAP contributions and receive the enhanced MGIB benefits 

This proposal would effectively cover all servicemembers who may have elected 
not to participate in the MGIB program in anticipation of making military service a 
career By limiting the "open season to members separated involuntarily or who re- 
quest and are denied reenlistment. we would cover all members whose career aspi- 
rations were adversely impacted by the impending force reducHons. Other members 
who do not wish to reenhst would not be disadvantaged becaus? they would have 
made their earlier MGIB participation decision without tY i having an expectation 
of a military career 

Senator Cranston B(111). Are the services encouraged oi couraged to urge vol- 
untary terminations in the face of reductions in force, when *untary action might 
take away subsequent benefits such as the Montgomery Gl Bill? 

LTG Jones. Under cu-rent law we would discourage v luntary termination for 
members with less than 30 months of service, if on a 3-) ear or longer obligation, or 
less than 20 months, if on a less than 3-year obligation* since they would lose their 
MGIB benefits 

Senator Cranston B(IV) Would you please consult with VA on this issue and 
provide us with a detailed response regarding the variou? categories of separation 
that will come about in connection with the reductions, analyze the effects of each 
of t^ose separations on Montgomer\ Gl BUI entitlement and other benefits, and give 
us your views on whether changes in the law would be advisable in each instance in 
connection with those electing voluntary terminations'^ 

LTG Jones The Department will use both voluntary and involuntary programs to 
manage reductions in the size of the force Specific separation programs to accom- 
plish the reductions are being identified and discussed, and details are forthcoming 
We intend to pare the force through voluntary separations to the greatest extent 
possible to reduce the negative impact of involuntary separations on members and 
their families We urge the Congress to consider favorably the MGIB "open season" 
legislative propose' *'scussed above. 

Senator Cranston With regard to section 201 of S 24S3. which would amend the 
MGIB charactcr-of-service criterion for chapter 30 entitlement purposes, are persons 
who are released from active duty with less than fully honorable service placed on 
the retired list, transferred to the Fleet Reserve or Fleet Marine Corps Reserve, oi 
placed on the temporary disability retired list? 

LTG Jones. All members retired from the services are placed on a retired list 
Placement on a retired list is not determined by a member's character of service but 
by the fact that the member is retired. I and the services have always supported the 
requirement for an .ndividual to receive an honorable discharge in order to qualify 
for Montgomery Gl Bill benefits The expectation is that an individual's total serv- 
ice should meet the highest standards As written, however, the law allows some 
military members who may fail to meet these standards to retain eligibility for 
MGIB benefits We believe that eligibility standards should be maintained regard- 
less of the number of years of seivicc. The Department of Defense supports a change 
to title 38 to clarify that an honorable discharge is a requirement for chapter 30 
participants m the MGIB 



WRHTEN QUESTIONS FROM CHAIRMAN CRANSTON TO THE DEI ARTMENT 
OF LABOR AND THE RESPONSES 

Quvstion 1 Contracting out much of the TAP development work seems to have 
been the key to vour getting this program running in such short order What were 
the costs of developing and printing the training material and of conducting the 
recent training session at the National Veterans Training Institute, including 
travel, and from which appropriations account were thc«^ costs paid*' 
Answer Listed below are the costs associated with the TAP program 

Material Deveiopmeni S50000 JTPA IVC 

Printing 40 000 iTPA IVC 

Training 80 000 ASVET (NVTI) 

Quest wn J I understand that a centerpiece of TAP is vour new computer pro- 
gram. COLMIS. developed as a .spin off of the multi-State job listing project recent 1\ 
piloted in foui States Please describe the program and state what were the contract 
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and other costs for its development and maintenance and from which appropria- 
tions account that money came? . o . ^nmi »«to. • 

Answer The Civilian Occupation Labor N^arket Information System (tOLMIb) is 
an automated collection of nationwide data, at the county level, designed to provide 
civilian occupational and labor market information, to help servicemembere 
future career and relocation decisions. The information contained in COLMIS pro- 
vides a picture of the economic conditions in the geographic area specified by the 
user It provides a direct crosswalk from military skill to civilian occupation in a 
standardized report. Because of the detailed level of data, specific information con- 
cerning jobs in the local area is not available. To assist the user to obtain this spe- 
cific information, the address and telephone number of the Local Employment Serv- 
ice office is provided. ^ 

The FY 1990 COLMIS cost is $170,000 from JTPA IVc. 

Question 3. How much do you estimate the TAP program will cost in tY 

Answer. The FY 1990 TAP costs are listed below: 

Material development ^cn I!^ 

Training 80,000 

Printing 

Evaluation 

Travel ^»,UUU 

COLMIS ^'^-^ 

Total ; ^^^^'^^ 

Question I Vietnam Veterans of America, Inc., on page 6 of their testimony for 
the May 11 hearing suggested that, in order to meet the resource requirements tor 
meeting the employment and training needs arising from a reduction of military 
forces, the formula used to establish the number of DVOPs and LVERs be modified 
to consider the number of recently separated veterans residing in each State Please 
give us your views of this proposal? rmrriD 

Answer. I have previously gone on record as recommending that the role ol uvur 
staff in particular .should be studied with regard to services provided to other cate- 
gories of veterans in need of assistance. We should look at groups such as minority, 
homeless, or recently separated veterans to determine their needs. Any change in 
the formula used for establishing the numbers of DVOP/LVER staff should be 
based on overall need for services. We feel the methodology used to arrive at a Jor- 
mula for DVOP specialists or LVERs should be consistent with services provided to 
separating servicemembers and should include their numbers. Regarding the use ol 
recently separated veterans in a formula, we must remember that a large segment 
of TAP work will occur at locations other than the residence State of recently sepa- 
rated veterans. As a matter of fact, the entire concept behind TAP is that recently 
separatea veterans will receive better services and have a greater opportunity to 
obtain employment after release from the service if they are provided employment 
services at their military installation prior to their release 

Using separation data from the Department of Defense and the numbers ot re- 
cently separated veterans appearing in our reports as registering for assistance at 
State Employment Service Agencies it would allow us to target resources to those 
areas most affected by the reduction in the military, and those military installations 
from which the servicemembers are being released. This appears to be a method ol 
targeting resources where the needs are, and to ultimately provide better services to 
Vetera ns 

Question 5. AMVETS, on page 2 of its testimony for the May 11 hearing, indicated 
that the biennial special unemployment study to be conducted by the becretary ot 
Labor, through the Bureau of Ubor Statistics, has been compiled and urged the De- 
partment expeditiously publish its result If it is available, please provide the Com- 
mittee with a copy of the report ^ , , u j * j 

Answer. The report is not available yet The survey has indeed been conducted 
and the data are being processed by the Bureau of the Census for use by the Bureau 
of Labor Statistics. IJpon receipt of the data, the Bureau of Labor Statistics will 
review and analyze the data, issue a press release, and also prepare a report to Con- 
gress on the findings. 

Question 6. How many meetings took place between the three agencies concerning 
the development and implementation of TAP pilot Please provide a list of those 
meetings and minutes if available 

Answer Listed below is a chronology of major interagency meetmgs that occurred 
concerning TAP development and implementation Not included are numerous com- 

ErJc Ifi! 



158 



munication«5 between staffs of all three agencies in Washington, DC and to the field, 
including telephonic and facsimile communications' 

June 20, 1989— (at DOD) Initial meeting between DOL and DOD to discuss 
the joint -ffort to develop and implement a transition assistance program DOD 
approvec' the 'nitial concept of TAP and DTAP. Principal attendees-LTG 
Jones (DOD), Mr. Shasteen (DOL) and Mr. Collins (DOL) 

July 13. 1989— (at DVA) Initial meeting between DOL and DVA to discuss the 
development and implementation of TAP and DTAP DVA offered to support 
the DTAP program with personnel as facilitators but they would not be able to 
provide resources to support TAP Reviewed initial draft of MOU and DVA re- 
quested to rewrite their contribution Principal attendees— Mr. Brigham (DVA> 
Mr Wyant (DVA) and Mr Collins (DOL). 

September 29. 1989— (at DOD) Coordination meeting between DOL and DOD 
staffers to identify agency responsibilities and service level point of contacts 
Principal attendees-LTC Berry (DOD) and Ms Elliott (DOL). 

November 1989-'at DOL) Meeting between DOL and DOD to update 
status of TAP. discuss resource requirements and introduce draft copy of MOU 
Principal attendees-LTG Jones (DOD) and Mr Collins (DOL) 

December la. 1989-(at DOD) Meeting between DOL. DOD and military serv- 
ices to determine TAP and DTAP States with followup installation selection b\ 
military services Principal attendt»es-LTC Berry (DOD). MAJ Johnson (DOL) 
and military service point of contacts 

December 18. 1M89-Public Law 101-287 established an interagency pilot pro- 
gram of employment assistance involving DVA. DOD and DOL as the* lead. 

January 11. ll)90-(«t DOD Meeting between DOL and DVA to review DVA 
input to MOU. update status of TAP development and DOD site selections 
DVA's commitment to DTAP remained and their commitment to TAP expand- 
ed to writing the veterans benefits portion of the materials and reviewing the 
training module on veterans benefits DVA was still unable to provide staff to 
veterans' benefits portion of the TAP workshops Principal attendees— Mr Col- 
lins (DOL). Mr. Brigham (DVA) and Mr Wvant (DVA). 

January 1(>-18. 19!)0~Site visit to California SESA and Camp Pendleton Co- 
ordination of TAP implementation at Camp Pendleton "♦ili/ing the State of 
California LVERs'DVOPs Principal attendees-SESA staff. OVET. ADVET. 
MAJ Johnson (DOL). local ES manager and '^'G Camp Pen ^elton 

January 29. 1990— Meeting with contractor to review finai .Hraft o' TAP rrpt^. 
rials DVA provided veterans benefits portion of workbook T'-'-icipal atten- 
dees— MAJ Johnson (DOL). DVA staff and contractor staff 

February 1-2. 19i)0-Site visit to Texas SESA and military ba.ses at San Anto- 
nio Principal attendees-Mr Collins (DOiJ. SKSA staff. RAVETS. I)\'ET. 
ADVET. VA regional staff. VSO representatives (DAV. The American Li»gion 
and VFW). local ES manager and military base point of contacts 

February 8-9. 1990-Site visit to Virginia SESA and Fort Eustis Principal at- 
tendees-SESA staff. VA regional staff. DVET. ADVET. MAJ Johnson (DOL). 
DAV representative, local ES manager and CG Port Eustis 

February U-lo. 1990— Site visit to Georgia SESA and Fort Benning Princi- 
pal attendees-SESA staff. MAJ Johnson (DOL). DVKT. ADVET. local ES man- 
ager. NCOA representatives anri CG Port Benning 

Februar\ 20-21. 1990— Site visit to Colorado SESA and Fit/sinimons Armv 
Hospital Principal attendees-SESA staff \'A regional staff DA\' representa- 
tives. RAVETS. DVET. ADVET. MAJ Johnson (DOD and Fitzsimmons point of 



February 2;J. 1990-(at DOD) Meeting between DOL. DOD and military serv- 
ices for TAP implementation coordination and update of site visits Principal 
attendees— LTC Berry iDOD). MAJ Johnson iDOL) and militar\ ser\ ices points 
of contact. 

March 1-2, 19})()-Site visit to Florida SESA and Navv Base Jacksonville 
Principal attendees— Mr Wyant (DVA). SESA staff. DVET,* AI)\'E:T. VA logiun- 
al staff. MAJ Johnson (IX)L). PAV representatue. local ES manager and mili- 
tary base personnel 

March 13. 1990— Site visit to Navy Base Norfolk Principal attendees-Mr 
Collins I DOL). SESA staff. DAV national office .staff. DVET. AI)\'ET. regional 
FS manager and military personnel 

March 20-21. 1990— Site visit to Louisiana SP:SA and Fort Polk Principal at- 
tendees-SESA staff. RAVETS. DVF:T. VA regional staff. DAV r«presentati\e. 
MAJ Johnson (DOL). local ES manager and military personnel 
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March 26. 1990— (at DOD) An interagency meeting to identify additional serv- 
ices and resources within the Federal Government to include in TAP or offer to 
the soldiers. Principal attendees— staffers from DOD, STATE, DVA, DOL. SBA, 
COMMERCE, HHS, 0PM and 0MB. 

April 6. 1990— (at DOD) Meeting with Mr Jehn, Assistant Secretary of De^ 
fense for Force Management and Personnel to discuss the impact the peace divi- 
dend would have on the military force structure and the possmle impact on 
TAR Principal attendees— Mr. Jehn (DOD) and Mr. Collins (DOL) 

April 18-20. 1990— (at Denver) Meeting with all the TAP key players and 
military transition technical experts to review the TAP training manual and 
workbook. Principal attendees— DVA national staff, DAV national stafT, VFW 
national staff. California EDD staff. Air Force Sergeants Association, Ms. Coch- 
ran (Veterans' Affairs Committee), contract personnel and MAJ Johnson (DoD 
DVA indicated their interest in providing veterans' benefits facilitators at TAP 
workshops. 

April 23-28, 1990-Conduct TAP training at NVTI 

May 3, 1990— (at DVA) Meeting with the Assistant Secretary of Veterans Af- 
fairs for Veterans Liaison and Program Coordination to discuss TAP implemen- 
tation and Department of Veterans Affairs involvement. Principal attendees- 
Mr. Collins and Mr. Clark. 

May 3. 1990— (at DOD) Meeting to discuss the TAP MOU, the May 21, 1990 
signing ceremony, shared resources, program expansion and legislation re- 
quired. Principal attendees— Mr. Graham (DVA), Ms Elliott (DOL) and LTC 
Berry (DOD). 

May 4, 1990— (at DVA) Meeting to discuss DVA involvement in TAP DVA 
offered to present the veterans benefits portion of the TAP workshop with their 
personnel. Also discussed the MOU. signing ceremony, the need for all agencies 
to work closer together to implement and expand TAP Principal attendees- 
Mr. Collins (DOL). Mr. Brigham (DVA) and Mr. Wyant (DVA). 

QuesUon 7. I understand that there were some problems with the training at 
NVTI and that some DVOPs did not complete the course Please provide the details 
of the training at NVTI and whv some DVOPs didn't complete training. 

Answer. The training at NVTI consisted of 72 personnel of which \\ were LVERs/ 
DVOPs and 28 were military program managers and VETS staff The training was 
successful, however, one DVOP from Florida became ill and returned home He will 
not serve as a TAP facilitator but Florida has identified another DVOP to fill the 
void The DVET, who attended the NVTI training, is personally overseeing the 
training of the replacement DVOP. 

Question 8. Have you explored the possibility of using the telephone m the TAP 
program as a means of providing current labor market information'^ Please provide 
vour actions or your views on this proposal. 

Answer. As stated in the earlier response. COLMIS provides the individual servi- 
cemember with the address and phone number of the nearest Employment Ser^-.ce 
office During the workshop the participants are urged to contact the local officv* for 
detailed employment information at their earliest opportunity 

QuesUon 9 What would the cost be to contract out for TAP facilitators versus 
using LVERs/DVOFs'? 

Answer. Without a formal solicitation to contract out this service, an exact cost 
cannot be determined. However, after reviewing the contract facilitator costs associ- 
ated with CAP in California and similar prof'-ams across the country, each work- 
shop would cost approximately $2,200 to serve 100 participants Under the current 
pilot, with approximately 13 workshops per month, the direct personnel costs would 
be $33,000 per month or $896,000 annually 

Thus, the cost to ser\'e the approximately 15:),()00 separating servicemembers 
within CONUS would be $3,190,000. To serve the entire DOD separating population 
of 300.000 would cost $6.o00,000 Since TAP is a voluntary program. DOD estimates 
that only half of separating servicemembers will participate so these costs would bi' 
significantly reduced. However, these figures do not include the administrative costs 
of such a large contract. 



WRITTEN QUESTIONS FROM CHAIRMAN CRANSTON TO THE DP:PAHTMENT 
OF VETERANS AFFAIRS AND THE RESPONSP:S 

Question /.On page 2 of your testimony, you discuss section 102 of S 248:i and 
describe how that provision would enable VA to extend chapter ai eligibilitv to 
active-duty personnel being treated for service-connected disabilities pending dis- 
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charge >vho, due to their geographical location or the nature of disability, are receiv- 
ing medical care in a non-DOD facility on an inpatient or outpatient basis. What 
resource requirements would be needed to implement this provision? 

Answer. We believe that we can provide services to these people within our exist- 
ing resources. 

Question 2. On Page 4 of your testimony, discussing section 203 of S. 2483 regard- 
ing the elimination of authority to make work>stud y advance payments, you stated, 
"Overpayments in the work-study program create liability for thousands of new 
debtors each year whose debts cannot feasibly be collected by offset or enforced col- 
lection." Please provide the numbers of such cases and the amounts of overpay- 
ments for each of the last three fiscal years. 

Answer. 







Amount 


Fiscal year 1987 


2.5)82 


$543,291 


Fiscal year 1988 


2.170 


447.785 


^"•^al year 1989 


1682 


326.728 



Question With regard to section 201 of S. 2483, which would amend the MGIB 
character-of-service separation requirements for chapter 30 entitlement purposes, 
are persons who are released from active duty with less than fully honorable service 
placed on the retired list, transferred to the Fleet Reservp or Fleet Marine Corps 
Reserve, or placed on the temporary disability retired list? 

Answer. An honorable discharge is not a requirement for individuals to be placed 
on the retired list, transferred to the Fleet Reserve or Fleet Marine Corps Reserve, 
or placed on the temporary disability retired list Individuals who satisfactoiily com- 
plete a period of active duty may be separated and transferrtM with a discharge cat- 
egorized other than an honorable discharge. 

Question 4. What steps is VA required to take in order to garnish the wages of a 
privately employed veteran who has a home-loan debt to VA? 

Answer, VA must obtain a judgment through litigation to effect garnishment of 
wages on a privately employed veteran. 

Question 4B, Does that mean that you are asking, in section 10 of your bill, for 
authority to use a shortcut to collection, in the form of an offset, against veterans 
who happen to be military or civilian Federal employees or who paid excess taxes 
and are owed a tax refund*^ 

Answer, The Debt Collection Act of 1982 gave Federal agencies the authority to 
offset salaries of Federal employees who were delinquent on debts owed to the Fed- 
eral Government. The Deficit Reduction Act (Public Law 97-365) allows agencies to 
refer delinquent debts to the Internal Revenue Service for offset against income tax 
refunds. Section 1826 of title 38 prohibits offsetting any Federal payment, other 
than benefit payments administered by VA. for the purpose of collecting a liability 
arising from VA's loan guaranty program unless we have the written consent of the 
individual or the liability was determined through a court proceeding of which the 
debtor was a party. Since Federal salary payments and Federal tax refunds are con- 
sidered Federal payments, they are restricted from offset on any loans which were 
foreclosed nonjudicially. Amending this section of the law would allow VA to exer- 
cise the authority granted under the Debt Collection Act of 1982 and the Deficit Re- 
duction Act to ofiset payments on loan guaranty debts. 

Question 4C Dioesn't VA's current authority to offset VA disability compensation 
payments already have the effect of most of the home-loan debts VA collects coming 
from disabled veterans or their surviving spouses'^ 

Answer. During fiscal year 1989, VA collected $56.6 million on delinquent loan 
guaranty debts. Of that total, $35.5 million was cash and $21.1 million was collected 
through offset of benefits Based on these figures, approximately 37 percent of col- 
lections resu!^ from offset of benefits. 

Question 5. On page 6 of your written testimony, you give figures for the number 
of defaults, default-cures, and loan terminations for the first quarter of FY 1900 
Please provide similar data for each quarter of FYs 1988 and 1989 

Answer, The data is shown in the following table (we have also included the first 
two quarters of FY 1990): 
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V jrter 



Oetau'ts 



tiOftS 



FY 



198^ 
1st 
2nd 
3rd 

m 
\m 
ist 

2nd 
3rd 
4th 
1990 
1st 
2nd 



40.108 
50.433 
40.240 
41722 



27 053 
31.348 
35.555 
32.507 



11.568 
11.966 
12.473 
11.705 



FY 



44.006 
46.411 
40.894 
39.984 



28.525 
31.637 
24.748 
31.380 



9.815 
10.545 
11.717 

9.919 



FY 



42.983 
46.011 



28.675 
34.420 



9.193 
10.113 



Question 6, Page 7 of your written testimony states that you have established 
sales goals requiring regional offices to sell at leas, as niany properties as they ac- 
quire, reduce the average loss per property by at least 5 percent, and reduce by 20 
percent the number of properties held for over n year How do you expect to achieve 
these nationwide goals in all offices, regardless of local economic and housing- 
market conditions? 

Answer. By its very nature, VA s property sales program largely involves selling 
acquired properties back into markets which are stagnant or declining. We acknowl- 
edge that this is no easy task. On the other hand, we cannot accept the proposition 
that inventories should be allowed to grow in such market areas until conditions 
improve VA has a fiscal responsibility to replenish the Revolving Fund from prop- 
erty sales to the maximum extent possible within a reasonable period of time Only 
in this way can VA minimize its need for congressional appropriations to operate 
the Loan Guaranty benefit program. 

We believe the goals, which are really minimum targets for all field stationj^, are 
reasonably achievable Stations in better market areas are likely to far exceed those 
goals and to do so handily. But what makes the goals reasonable even for stations 
operating in tougher market areas is the financial calculation required by the Defi- 
cit Reduction Act of 1984 before a property is ever acquired by VA. In effect, the 
statute requires that a VA field station calculate that, if it decides to acquire the 
property, the property can be resold at an estimated price within a reasonable 
period of time If a property is determined to be unmarketable within a reasonable 
oeriod of time at a price which would allow VA to lose less money than by merely 
paying its maximum liabilit}^ under the guaranty, the property should not be ac- 
quiied to begin with With this degree of control over acquiring properties, we think 
that our minimum:: 3:»les goals are reasonably achievable by field stations regardless 
of the vitality of the local housing market. 

Question T. On page 8 of your written testimony, you describe a new Loan Guar- 
anty Service Monitoring Unit that will "audit" lenders compliance with VA loan 
origination requirements You state that the audits, which started last month* will 
include 100 lender^ this fiscal year. 

Question 7 A Is this the group that the Inspector General, in his February 1990 
report entitled "Lender Underwriting of VA Guaranteed Loans," recommended that 
you set up? 

Answer Yes. In 1987 after identifying a need to improve the monitoring of pri- 
vate sector lenders who are responsible for making loans guaranteed under the VA 
home-loan program, Veterans Benefits Administration asked the Office of Inspector 
General to undertake a nationwide program of audits of lender underwriting prac- 
tices. In H)88, based on their own experience in reviewing lenders and the success of 
HUD's Monitoring Division and Mortgagee Review Board, the OIG recommended 
that VBA establ.sh its own Lender Underwriting Review group to review lender 
compliance with VA underwriting guidelines 

Question 7B How do these audits differ from lender audits by VA's IG, su:h as 
those summarized in the IG's February report'^ 

Answei. OIG lender reviews average over 200 staff days for each Under operation 
and are very intensive They concentrate on those lenders who have had early de- 
fault activity Generally, the loans reviewed have already been foreclosed Thus, 
their review of compliance with under writing requirements generall> covers a f ne 
period wherein the underwr^Mng is several years old The VBA Monitoring Unit, on 
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the other hand, will be reviewing current lender origmation activity Our unii will 
target for an annual review lenders who do the majority of VA home-loan origina- 
tions Our reviews will be less intensive than those conducted by the IG, bur will 
involve the same audit techniques (i.e.. post audits of verifications of employment 
and deposit, interviews with veterans, random sampling of loans closed by the 
lender, 100 percent review of early defaults within the first year of the loan, etc ) 
Our goal is to conduct 200 on-site lender reviews per year In comparison, the OIG 
has initiated 27 lender audits since they began doing lender reviews in 1987. VBA 
looks forward to assuming the primary role in this area and appreciates the assist- 
ance given by VA's OIG in conducting lender reviews and their continuing support 
of our Monitoring Unit. 

Question 7C To w'hat extent will you coordinate these audits or their results with 
the IG? 

Answer Scheduling of audits is being coordinated with the OIG on a quarterly 
basis. The decision as to the remedies to be pursued as a result of findings from a 
lenrier audit js a programmatic one, and as such rests with Loan Guaranty Service 
The role of the Office of Inspector General is supportive and investigative, and the 
role of the Office of General Counsel is advisor>' and to assist Loan Guaranty Serv- 
ice in any negotiations with the lender. However, Loan Guaranty Service will 
inforni both offices of findings and proposed sanctions before any final decisions are 
made in cases in which lender misrepresentation or fraud is found If a more inten- 
sive investigation is deemed necessary after consultation with the appropriate par- 
ties, the findings will be referred to the OIG with a request for an audit to be ci>.'- 
ducted. 

Question 7D. Several IG audits of lenders have found alarmingl\ high rates of 
noncompliance with VA underwriting regulations and have recommended that VA 
seek administrative sanctiuns and civil penalties, including indemnification, against 
the lenders. 

Question 7D(iK How many times during the last year has \'A sought idministra- 
tive sanctions or civil penalties against lenders for violating underwriting of other 
origination rules? 

Answer. Based on OIG audits, administrative sanctions have been sought against 
one lender during this period Analyses of OIG findings and determinations cf reme- 
dies to be pursued arc pending against five other lenders. 

Question TLHiiK How many of these actions have involved seeking indemnificatio.. 
from the lender? 

Answer. Indemnification wiis sought from one iender. 

Question ?D(iiiK How much money has VA reco\ered through indemnification 
and other administrative or court action during this period*^ 

Answer VA recovered $07,000 during the last year from indemnification as a 
result of an OIG audit In addition to admiiiistrative and civil actions taken as a 
result of lender reviews, VBA also has the authority to deny guaranty on individual 
cases involving lender misrepresentation or fraud These individual actions are 
taken at the field station level In the past, VBA has not tracked the dollar savings 
as a result of these individual actions The Monitoring Unit will establish a mecha- 
nism for tracking these individual case& and will be able to report on the st-vings in 
the future. 

Question 7D(iv> What plans, if any, do you have for in( revising use oi sanctions, 
penalties, and indemnification"^ 

Answer The initiation of lender reviews by the Monitoring Unit will in itself 
result in increased use of sanctions, penalties, and indemnihcation In addition to 
the on-site reviews, VHA is establishing formal procedures for referral of cases to 
the Justice Department under the Program Fraud and Civil Remedies Act and the 
False Claims Act VBA also has pending publication a regulation to give VA the 
authority to suspend automatic lenders or their employees and another regulation 
to publish VA's credit standards per Public Law i)0-.">7<) The latter regulation will 
also require lenders to certify that a loan was made in compliance with VA's credit 
information and loan processing standards. Any lender who knowingl> and willingl.v 
makes a false certification will be hable for a penalty of two times VA's loss on the 
loan or $10,000, whichever is greater 

Question 7I)(v> What are your views on the cost -effect ivenesh of pursuing these 
remedies? 

Answer We have no doubt that the pursuit of remedies is cost-efftvtive, not onK 
f om the standpoint of reimbursement of losses but alsc as a deterrent to avoid 
losses The work performed b> our own OIG and by HUD has shown the value of 
reviewing mortgage lender loan origination activities 
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Question 8. Section o of your bill would extend for 1 year the authority for certain 
lenders to make VA-guaranteed loans prior to VA approval of the appraisal I un- 
derstand that VA does review the appraisal after the loan is closed and the paper- 
work IS warded to VA At that point, what can VA do if the appraisal is incor- 
rect, inaccurate, or fraudulent? 

Answer. The granting of the delegation of authority to certain lenders to review 
appraisal reports and determine reasonable value for Loan Guaranty purposes is 
discretionary on the part of VA and may be withdrawn for cause. Should a lender 
process a transaction which involves an incorrect, inaccurate, or fraudulent apprais- 
al that lender could be subject to a disciplinary action, which could include rescis- 
sion of the delegation of authority to review appraisal reports and subsequently de- 
termine the reasonable value The fee basis appraiser who prepared the appraisal 
report is subject to supervision, performance evaluation, and monitoring by the 
lender and by VA staff for quality of the work product, timeliness in completing the 
assignment effectiveness, and efficiency of all factors in delivering the work product. 
The fee appraiser is also subject to disciplinary action which could result in removal 
from the roster of fee basis appraisers. 

Question 9. In FY 1991, your proposal to merge the Direct Loan Revolving Fund 
and the Loan Guaranty Revolving Fund would save $26 7 million in budget author- 
ity in Function 700 and have no net effect on Function 700 outlays, according to a 
re;estimate of that proposal by the Congressional Budget Office Please explain the 
origin of that budget effect and whether there is any offsetting budget authority 
cost outside Function 700. 

Answer The $26.7 million reduction m budget authority for the Loan Guaranty 
Revolving Fund (LGRF) is the result of estimated unobligated balances in the Direct 
Loan Revolving Fund (DLRF) being used, after the merger, by the LGRF The avail- 
ability and use uf these funds would require a lower appropriation amount for the 
LGRF There would be no budgetary impact other than the revolving funds being 
merged 

It is our understanding that CBO did not re-estimate the impact of the merger of 
these two accounts The $26.7 million reduction in budget authority is also the 
figure submitted in the Presidents FY 1991 budget. At the end of FY 1990 the 
DLRF IS projected to have an unobligated balance of $12 8 mUlion In FY 1991 the 
fund is projected to spend $1 9 million and collect $15 8 million, increasing the fund 
balance by $13 9 million Therefore, the $12 8 million in carry over coupled with 
$13.9 m iiion in net collections ($267 million i would become assets of the LGRF, re- 
duel ng budget authority by that amount 

Question 10, In December 1989, the General Accounting Office issued a report 
criticizing VA for resorting to foreclosure in more than 97 percent of the loan termi- 
nations GAO examined GAO noted that foreclosure was by far the most expensive 
method available to VA to terminate defaulted loans In conducting its study, GAO 
developed a method of comparing VA's cost of foreclosing on a particular VA-guar- 
anteed home lo«n to the costs of alternatives to foreclosure— such as refunding, 
compromise agreements, and deeds in lieu of foreclosure— and recommended that 
VA adopt this cost-comparison model. VA declined to adopt the model, but promised 
to make the model available to field offices 

Question lOA When did you transmit this GAO model to your field offices and to 
what extent are they using this cost-comparison method'^ 

Answer Our response to the initial draft of the GAO audit expressed VA's will- 
ingness to make the GAO model available to field stations as an additional manage- 
ment tool GAO has not yet, however, provided us with a copy of the model or the 
computer program which runs it We remain prepared to distribute the model and 
instructions for its operation to field stations withm 90 days after this material is 
received from GAO 

Question lOB, What actions are you taking to encourage the less-expensive alter- 
natives to foreclosure? 

Answer Provisions of the Veterans Home Loan Indemnity and Restructuring Act 
of 1989, now m effect for loans onginated after January 1,' 1990, and provisions of 
VA's proposed amendment to 38 CFR 36 4323 which will authorize waiver or com- 
promise of VA's debt collection rights prior to completion of foreclosure, for loans 
originated prior to January 1,^ 1990, will enable VA to focus on the most advanta- 
geous means of terminating insoluble defauUs with minimal regard to the establish- 
ment and collection of liability accounts after foreclosure VA's efforts are now- 
being directed to retraining field station staff to become aware of the changed serv- 
icing environment and modify their servicing priorities accordingly As a folljwup 
to training of Loan Service and Claims Section Chiefs and technicians held in FY 
1989, V\ held a Loan Guaranty Officers' Training Conference in April, 1990 One 
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theme of this conference was a discussion of the legal and regulatory changes and 
appropriate redirection of loan servicing priorities. The Loan Guaranty Officers will 
be responsible for implementing the changes at their field stations Since, however, 
the amendment to 38 CFR 36.4;i23 will not be effective for several months, and since 
It takes time for increased use of alternatives to foreclosure to succeed and appear 
in VA's system of records, we do not expect to see significant results until FY 1991 
Question lOCiiK Based on 1987 data from nine VA regional offices, GAO estimated 
that VA could have saved $42 million to $94 million that year by using alternatives 
to foreclosure more often. Do you have any data to indicate whether VA has begun 
using the three alternatives more frequently? 

Answer. Our response to the draft audit questioned GAO s savings estimates since 
they were based on unsupported estimates obtained from officials at two VA field 
stations. GAO responded by conceding that "the information on wh«ch our estimates 
are based is not a statistically valid sample . " and that the estimates should be 
viewed only as approximations. We do not have data currently available which 
shows a significant mcrease in the use of these alternatives to foreclosure 

Question lOCUiK llf yes) please provide these data, indicating, if possible, what 
percentage of loan terminations represent foreclosures, refunding, compromise 
agreements, and deeds in lieu of foreclosure 
Answer. N/A , , . , 

Question JJA. Rav, I want to address this last question both to you and to Ciencral 
Jones. Is General Jones here'^ I want VA and DOD jointly to address the followmg 
concern NCOA on pages 2 through 1 of Us testimony, cites various disparate stand- 
ards used by the service branches in deciding whether to grant honorable or general 
discharges— which, of course, is a dete minant of Montgomery Gl Bill eligibility 
Could you both please study that testimony and then collaborate in providing sum- 
maries of the differing standards used by the service branches and copies of the per- 
tinent directives? ^ ... 

Answer The Department of Defense (DOD) and the Department of Veterans Af- 
fairs IVA) have studied pages 2 through 4 of the NCOA testimony The Department 
of Defense has one policy by which to determine characterization of service That 
policy is contained m DOD Directive 1332 14 It allows a degree of fiexibility consid- 
ering the difference in the service missions. We both agree that there are different 
standards used by the services in deciding whether to grant honorable or general 
discharges under certain circumstances. DOD is currently making changes to DOD 
Directive 1332.14 to insure that eligibility for the Montgomery GI Bill (MOIB) is 
based on uniform standards for discharge characterization 
As requested, attached are copies of the current service separation directives- 
A. Army Personnel Separation Regulation— AR 630-5-1 

B Manne Corps Separation and Retirement iManual— MCO Pl^OO lb 

C Naval Military Personnel Mar.ual-S/N 0,")O0-LP-277-l,")0O (NAVPERS 

b. Air Force Administrative Separation of Airman— AFR 39-10 
E. Coast Guard Personnel Manual— Comdtinst MlOOOdA 

(The submitted copies of the current Service Separation Directives are retained in 
the Committee files > . * »i. 

Question JIB, Could you also each provide your Departments reactions to the pro- 
posal to eliminate the special honorable discharge criteria for Montgomery ttl Bill 
entitlement and thus open the program to all participants who have general eligibil- 
ity for veterans' benefits. , i 

Answer We do not favor modifying the honorable discharge eligibility require- 
ment for I he Montgomery GI Bill— Active Duty 

WRITTEN QUESTIONS FROM CHAIRMAN CRANSTON TO THE DISABLED 
AMERICAN VETERANS AND THE RESPONSES 

Qucfitum L As vou know, VA makes very few direct loans for specially adapter 
housing. Does your organization have any evidence of an unmet need m this pre 
gram'^ , I^ ♦ 

Answer Mr Chairman the DAV is not aware of any unmet need in the Depart- 
ment of Veterans Affairs' (VA) Direct lx)an Program As you have noted, very tew 
direct loans are made for special adapted housing Only ono direct loan wiis made in 
each of the last 3 fiscal years To date, no loans have been made in Fiscal Year 

Mr. Chairman, while it is obvious that the Direct Loan Program is rarely used, we 
do believe it is an important program and should remain available for those tew 
severely disabled service-connected veterans who may need it 
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Question J, On pages 2-t of its testimony icopy enclosed), the Non Commissioned 
Officers Association (NCOA) focused on the honorable discharge requirement under- 
lying Montgomery GI Bill (MGIBl eligibility and noted that varying condition-of-dis- 
charge criteria among the different service branches appear to provide for inequita- 
ble access to MGIB benefits Please provide your views on the issues raised by 
NCOA, 

Answer Mr Chairman, the DAV has no Dosicion on the Montgomery GI Bill, as 
Its eligibility is not predicated upon the occurrence of a ser\-ice-connected disability 
or death Having stated that, it would seem to us that there should be a uniform 
policy, albeit difficult to achieve, among the different branches of the military re- 
garding the types of discharges issued. Since it is not likely that uniformity can be 
achieved in this area, perhaps the VA should be given the authority to review indi- 
vidual discharges to determine if the veterans military service as performed und ' 
honorable conditions. Also, as suggested by the Non Commissioned OfTicers Associa- 
tion, Congress may wish to simply change the current law to allow MGIB benefits to 
mdividuals whose discharges are issued under honorable conditions 



WRITTEN QUESTIONS FROM CHAIRMAN CRANSTON TO THE PARALYZED 
VETERANS OF AMERICA AND THE RESPONSES 

Question 1 As you know, VA makes very few direct loans for dpecially adapted 
housing Does your organization have any evidence of an unmet need in this pro- 
gram? 

Answer. PVA has no evidence of an unmet need in the VA Direct Loan program, 
but we hasten to say that doesn't moan there is none. 

It is correct to say that VA provides very few direct loans for specially adapted 
housing, nevertheless, it is a benefit that should remain intact and available to se- 
verely disabled veterans As repeatedly stated, PVA opposes the merger of the 
Direct Loan Fund and the Loan Guaranty Revolving Fund, which the VA proposes 

Question / On pages 2-4 of its testimony (copy enclosed K the Non Commissioned 
Officers Association iNCOA) focused on the honorable discharge requirement under- 
lying Montgomery GI Bill iMGIB) eligibility and noted that varying condition-of-dis- 
charge criteria among the different service branches to appear to provide for inequi- 
table access to MGIB benefits Please provide your views on the issues raised by 
NCOA. . , 

Answer. PVA shares some of the same concerns of NCOA as they relate the 
matter of eligibilit> for the MGIB r u i 

However, we believe the problem does not exibi with the current nigh eligibility 
standards requiring an honorable discharge for Montgomery GI Bill participation 
In our opinion the individual military services standards for discharge requirements 
should be uniform, fair and consistent with each other We recommend that the De- 
partment of Defense examine their procedures and provide a uniform military dis- 
charge oolicy. 



WRITTEN QUESTIONS FROM CHAIRMAN CRANSTON TO THE AMERICAN 
LEGION AND THE RESPONSES 

Question I As you know. VA makes very few direct loans for specially adapted 
housing Does your organization have any evidence of an unmet need in this pro- 
gram? ... fi 

Answer We have no evidence that there aie anv unmet needs in the area oi loant, 
for specially adapted housing vt ^ - a 

Question' J On pages 2-4 of its testimony (copy enclosed*, the Non Commissioned 
Officers Association (NCOA) focused on the honorable discharge requirement under- 
lying Montgomery GI Bill (MGIB) eligibility and noted that varying condition-of-dis- 
chargc criteria among the different ser\ice branches to appear to provide for »nc^qui- 
table access to MGIB benefits Please provide your views on the issues raised by 
NCOA , „ 

Answer. The American Legion has no mandate governing this issue However, 
traditionally our organization has been supportive of securing equity m the delivery 
of veteran benefits. In view of the fact thr.t recipients of veteran educational pro- 
grams in prior years have not been required to meet the honorable discharge stand- 
ard, there appears to be an inequit> witb respect to MGIB recipients For this 
reason The American Legion poses no objection to the granting of MGIB eligibility 
to individuals in possession of a general discharge provided that such eligibility does 
not go to those with discharges under other than honorable conditions 

O 
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